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NORTHERN 


IRELAND 


NORTHERN IRELAND is prceud 
+‘ of the part its great industric 
have played in Britain’s war 
effort—its famous Shipbuilding 
Yards; its Aircraft Factories; its 
Linen and Thread Mills; its Engi- 
neering Works; its Rope Works; 
its Weaving Factories; its 
Tobacco Factories and its great 
Agricultural area, and a host of 
smaller but nevertheless import- 
ant industries, have each and all 
worthily played their part in the 
defeat of Germany. 

It is proud of every man and 
woman from Northern Ireland 
who is serving in the many units 
of Britain's Armed Forces, and, 
likewise, all those men and 
women toiling in the Workshops 
and Factories and Agricultural 
areas of this part of the United 
Kingdom, and of the fact that 
since the war started the people 
of Northern Ireland have con- 
tributed to British War Savings 
a total of not less’ than 


£120,000,000 


The products of Northern Ire- 
land in pre-war years were well 
and favourably known the whole 
world over, and a beginning has 
been made and, of course, con- 
tinues, to change over from war 
to prevailing conditions all these 
resources and harness them to 
the production of immediate 
essentials, In a pre-war year the 
imports from Great Britain into 
Northern Ireland amounted to 


£69,000,000 

Obviously a worth-while market, 
and the’ British Manufacturer 
who desires to create and main- 
tain sales and goodwill through- 
out the whole of this Industrial 
and Agricultural area _ should 
insert his announcements in the 
advertisement columrs of the 
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MR. W. D. SCOTT, C.B.E. 


(Permanent Secretary, Ministry of Finance, Government of Northern Ireland) 
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Capital for Industry 





MR. WILLIAM PIERCY, O.B.E., 


who was recently appointed Chairman of the Industrial and Commercial Finance Corporation, 
the smaller of the two new corporations set up to assist industry in the finance of reconversion. 
The Corporation commands resources of £45 millions, provided by the Scottish and clearing 
hanks, and will supply medium and long-term capital in amounts of from £5,000 to £200,000. 


Westminster Bank 


rhe Bank Shares Department of the Westminster Bank is returning from its wartime 
station at Oaken Holt, Farmoor, Oxford, to the Head Office, 41 Lothbury, London, E.C.2. 





Chartered Bank of India 


The Chartered Bank of India, Australia and China announces that its Manila branch, 
Philippine Islands, has re-opened for business. 
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A Banker's Diary 


WITHIN three months of the collapse of Germany, Japan has been brought 
to her knees by the use of the atomic bomb. Throughout the United Nations 
there will be deep thankfulness that the sufferings and sacrifices 
Reconstruc- of the past six years have achieved their great purpose. Any 
tion feelings of jubilation over the complete triumph of Allied 
Tasks arms, however, must be restrained by thoughts not only 
of the grievous loss of life which formed the price of victory, 
but also of the dreadful possibilities of the devastating weapon by which the 
coup de grace was administered. On the economic side, the sudden termination 
of the war in the Pacific renders the vast tasks of readjustment a matter of 
still greater urgency as has been brought home forcibly by the termination 
of Lend-Lease. The adaptation of the whole economy to peacetime 
production, where the varying preferences of a multitude of individual con- 
sumers and questions of price once again become of paramount importance, 
cannot hope to proceed without friction and difficulty. One has as yet had 
insufficient indication of how the new Government is likely to cope with these 
enormous economic problems, but the inevitable Socialist obsession with the 
question of ownership is not a happy augury. How irrelevant the ownership 
question really is can be seen most strikingly from the fact that the Bank 
of England has been chosen as one of the earliest targets for nationalization. 
Given the admirable relations established between the Bank and the Treasury 
over the past generation, nobody conversant with the facts can entertain 
any hope that the transfer of the Bank to public ownership will in the slightest 
degree increase its ability to serve the national interest. At the. most, one 
can only hope that its effectiveness as the instrument of the Treasury’s 
monetary policy, and as a channel of expert advice, will not be impaired by 
the change. 
Since Lord Catto has expressed his willingness to remain in office “ for 
a period ’’ to inaugurate the new régime, the change of ownership ought not 
have any revolutionary effect. Nevertheless, banking circles will await 
with interest, not unmixed with anxiety, to see what is in fact intended and 
how any changes are likely to affect the Bank’s relations with the rest of the 
City. If the change is confined almost entirely to the ownership of the Bank’s 
stock, then it will give rise to little controversy, since for years past there 
has been no question of an independent central bank policy. That the new 
Government should have chosen as one of its first measures what may prove 
to be a purely formal change might perhaps be construed as an indication 
of moderation and a desire to appease its more radical supporters without 
doing serious harm. At the same time, this measure, above all, indicates 
how little connection the issue of public versus private ownership has with 
the true problems. In industry at large, nationalization promises to do 
serious harm unless it is confined to an extre mely narrow range of industries 
where little enterprise and initiative is called for. It could in any case hope 
to achieve positive re sults only indirectly: for example, by allaying trade 
union suspicions of the modern labour-saving machinery that is so urgently 
needed to raise the productivity and efficiency of our basic industries. The 
new Government’s autumn budget will in fact be far more significant than 
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the King’s Speech, so far as economic questions are concerned, since it will 
indicate the attitude of Labour to the all-important question of economic 


incentive. 


THE June issue of the Federal Reserve Bulletin, in surveying the monetary 
developments in Latin-America during the war, gives the following table 
of the increase in money supply and rise in cost of living 
in a number of Latin-American countries. Of special interest 
is the connection between the degree of 
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AN agreement has just been concluded between the United Kingdom and 
Finland which paves the way for the resumption of trade and financial pay- 
ments between the two countries. Coming so soon after the 

Agreement cessation of hostilities in Europe, the signing of the agreement 
with is an expression not only of the desire of this country to have 
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concluded remains to be seen. Secondly, the Finnish Government expresses 
its intention to resume the service on the various Finnish sterling loans, and 
announcements to this effect by the paying agents concerned have already 
been made. To provide for the service of these loans a proportion of the 
money owing to Finland before Finland came into the war is to be set aside 
for the payment of arrears of interest and sinking fund. Thirdly, and perhaps 
most intriguing, is the manner in which reference is made to the exchange 
relationship between sterling and the Finnish mark. No mention is made 
of a rate which can be used for future transactions, and, in fact, all such items 
must be denominated in sterling, the Finnish mark equivalent being left 
entirely to the Finnish authorities. So far as old Finnish mark items are 
concerned, these are to be converted into sterling at the rate prevailing when 
the debt was due. This reluctance to fix a rate at the present time is perhaps 
the greater part of wisdom and is, no doubt due to the inflationary tendencies 
that have made themselves felt in Finland as in all war-ridden countries. 

The details of a monetary agreement with Denmark have also been 
announced which follow very much the lines of the Anglo-Swedish agreement. 
There is the usual provision for the canalization of payments between the two 
countries and the rate for the Danish kroner has been fixed at D.Kr.19.34 = {1. 
This compares with a 1940 rate of 20.037. The only Scandinavian country 
with which no agreement has yet been made is Norway, and this is no doubt 
due to the special difficulties relating to shipping and the treatment to be 
accorded to the substantial Norwegian sterling balances. There is also the 
problem of fixing an appropriate exchange rate, and it is believed that two 
figures of Kr.20 and Kr.24 to the pound have been discussed. 


THE need for a devaluation of the franc is now being discussed openly in the 
French Press. Thus, a writer in the Tribune Economique points out that the 
artificiality of the present exchange rate was officially 


Future : : ; Se vg ce 
of the ré cognized when the French Government set up an institution, 
Franc the ‘‘ Caisse Générale de Péréquation,’’ whose function is to 


subsidize exports out of a tax derived from the difference 
between the French and foreign prices of goods imported into France. This 
bi open 


ingenious arrangement, as the writer says, would in normal times 


to possible objection as a form of “‘ dumping,” and in any case it provides 
no real solution for the exchange problem. Since British and American 
troops are now leaving French soil, it is pointed out, one of the main arguments 
used in favour of the present over-valuation of the franc has disappeared. 
The writer proceeds to calculate what would be an economic parity for the 
franc with the dollar and sterling, based on the movement of hourly wage 
rates in the three countries. It is argued that in the United States hourly 





wage rates have risen by 50 per cent., in Britain by 100 per cent., and in 
France by 250 per cent. This would indicate a parity of 93 francs to th 
dollar (as compared with the pre-war 40) and of 308 francs to the pound (as 
against 176). Given the fixed dollar-sterling rate of 4024, it is clear that on 

issumption it would not be possible to fix an equilibrium rate with both 
curl ies simultaneously. Th: writer plumps u ihesitatingly for his estimated 
parity with the dollar and a relative under-valuation vis-a-vis sterling at a 


rate of 372 francs—this on the ground that it is always easier to adapt the 
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currency to a rise in internal prices than a fall. The argument is, of course, 
quite correct, but it is, nevertheless, open to objection from the British point 
of view, which remembers only too well the stimulus to French exports of 
goods and imports of gold after the last war due to the under-valuation of the 


franc at that time. Actually, the writer argues that parity for the franc 
should be lower still, since productivity has risen in Britain and America and 
has fallen in France. To allow for these factors, it is suggested that stabiliza- 


tion rates of roo to the dollar and 400 francs to the pound would be the lowest 
rates justifiable in the present situation. This makes no allowance for the fact 
that the franc was slightly under-valued before the war, the true parity being 
nearer to 150 than to the actual rate of 176. 


THE July clearing bank returns show the passing of another statistical land- 
mark, the total assets of the clearing banks exceeding the £5,000 millions mark 
for the first time. Deposits have not yet reached that level 

Rapid but given only the same rate of expansion as in 1944 it seems 
Expansion likely to be exceeded by the end of October. Actually, the 
in Credit expansion promises to be greater than last year, notwith- 
standing the decline in war expenditure, unless the autumn 

Savings Drive is remarkably sr Over the past four months, deposits 
have shown an increase of as much as £359 millions, against only £133 millions 
over the corresponding month last year, while the expansion over the year 
only just falls short of £700 millions. Movements on the assets side call 


July Change on: 

1945 Month Year 

fm fm fm. 
Deposits P 4,318.5 + 67.0 + 697.1 
Cash 500.1 - 6.5 - 74.5 
Call money 197.6 : 2.2 + 10.0 
Discounts 180.7 $0.0 $3.2 
r.D.R [,994.0 55.5 - 684.0 
Investments 1,122.6 $.9 52.6 
Advances 758.2 2.8 4.2 


for little comment. Once again, Treasury deposit receipts provide the chief 
counterpart of the month’s increase in deposits (which was over {100 millions 
if allowance is made for the decline in transit items), but there was also a 
welcome recovery in bill portfolios. 


THE U.S. Treasury’s desire to see wartime financial controls relaxed as early 
as possible is evident in the recent announcement as to the import of currency. 
Foreign currency may now be taken into the United States 

U.S. without limitation, while U.S. dollars in denominations of $20 
Exchange or less may also be freely imported. The former import 
Relaxation control was mainly designed to reduce the value to the Germans 
of American currency in their possession. The Treasury has 

also removed the restrictions on the importation of securities issued or 
authenticated in the United States or Canada subsequent to Pearl Harbour, 
since these are most unlikely to have been subject to enemy looting. 
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The Control of Germany 


FOURTH, thev will endeavour, with due respect for theivy existing obligations, 
to further enjoyment by all States, great ov small, victory ov vanquished, of access, 
on equal terms, to the trade and to the vaw materials of the world which are needed 
fov theiy economic prospevity.—The Atlantic Charter. 


j 


O many important issues are left undefined in the Potsdam communique 

that final judgment on its economic principles for the treatment of Germany 

must still be suspended until it becomes clearer precisely what is intende d 
in practice. Quite apart from any question of interpretation, however, 
some of the provisions give rise to misgiving. To some slight extent, 
admittedly, the proposed settlement is acceptable and even constructive. 
As a general statement, the declaration that the German people is to “ be 
given the opportunity for the eventual reconstruction of their life on a 
democratic and peaceful basis’ is obviously quite unexceptionable. Again, 
dismemberment is not to be carried to the point of destroying Germany 
altogether as a political unit, though it remains to be seen what kind of economic 
system will remain to the Rump Germany after the loss of various territories 
in the East and the West. One especially welcomes the decision, too, that 
during the period of occupation Germany shall be treated as a single economic 
unit. Common policies are to be drawn up by the occupying powers with 
regard to such important matters as currency and banking, central taxation, 
Customs and import and export programmes, and these policies will be im- 
plemented by a system of controls giving the Allies complete power over the 
German economy, on the lines adopted in all belligerent countries during the 
war. Finally, there is nothing controversial about the proposal that the 
production of arms, ammunition and implements of war, as well as all types 
of aircraft and sea-going ships, is to be prevented and prohibited. Nobody 
in their senses would propose to leave a congenital aggressor like Germany 
with any direct armaments industries, and a general shipbuilding or aircraft 
industry could obviously be switched over to the production of naval vessels 
or military aircraft at a moment’s notice. 

The difficult question is where one should draw the line ; for it is not only 
things like aeroplanes and ships that have a warlike as well as a peaceful 
application. A seemingly harmless article such as a wireless valve has become 
indispensable to any war economy through the development of Radar, and 
heavens knows what familiar objects may not have been elevated to a key 
place in war economics by the invention of the atomic bomb. It is logical, 
therefore, that the Potsdam settlement should not stop short at the actual 
armaments industries (of previous wars), but should go on to declare that 
‘items directly necessary to a war economy shall be rigidly controlled and 
restricted to Germany’s approved peacetime needs.’’ Unfortunately, the 
question where the line is to be drawn in defining what is directly necessary 
to the waging of war is left very much in the air. 

Only the production of ‘‘ metals, chemicals and machinery ”’ are specifically 
mentioned, and even here the reference is too brief to afford very great insight 
into the Allies’ intentions. Are we to suppose that the capacity of the German 
iron and steel industry, for example, is to be reduced to that needed solely 
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for Germany’s domestic consumption? In that event, the question im- 
mediate] at alternative outlet is to be found the iron ores of 
Lorraine. That particular point, admittedly, may find at least a partial 
solution in the cession to France of the left bank of the Rhine. But it is 
clear that important industries cannot be dismantled overnight without 
causing severe dislocation in neighbouring countries. It is true, again, that 
Germany's “ peacetime needs ”’ would on the Potsdam definition cover pro- 
duction of the exports needed to pay for approved imports. But to what 


" arises aS tO W 


1 
| 
I 

1 
| 


extent are such items as metals, chemicals and machinery to be allowed to 
figure in the list of German exports ? Once again, the Potsdam communique 
sives us no indication whatever. 

In short, it becomes entirely a question of interpretation whether the 
Potsdam settlement is in fact to be confined more or less to the dismantling 
of German armaments industry, leaving the German people adequate resources 
with which to plan the reconstruction of their economic life, or whether the 
defence argument is to be used as a cover for the virtual destruction of Germany 
is an industrial power. One has to recognize that the interest of the exporting 
industries in both Britain and the United States would favour the removal of 
Gert mpetition in neutral export markets to the fullest possible extent. 
Such a policy, however, would be consistent neither with the Atlantic Charter 


nor th nsibly enlightened aims of the Potsdam settlement itself ; 
and it could not fail to cause a sharp fall in the German standard of living, 
with depressing effects on that of the whole European Continent, which has 


been in the habit of relying on Germany for its imports of many industrial 


ss, a veiled intention to carry out a sweeping de-industrialization 

of G lany is apparent in some of the detailed provisions of the Potsdam 
terms. Thus, it is stated that “in organizing the German economy, primary 
emphasis shall be given to the development of agriculture and peaceful 
domestic industries.”’ Is it supposed to be significant that agriculture is 
plac In the past, Germany has not been outstandingly one 


of the primary producing countries of the world. On the contrary, a great 





deal of Germany’s agricultural production has been wholly uneconomic and 
kept in being only with the aid of large State subsidies—and that with the 
chief object, it should not be forgotten, of rendering Germany less dependent 
on imports of food—and such things as industrial alcohol—in the event of war. 
To encourage German agriculture would thus hardly assist in the destruction 
of Germany’s war potential and (except in the very short run, with its transport 
bottleneck) would represent a wholly uneconomic use of Germany’s resources. 
It is difficult not to suspect an ulterior motive, not altogether consistent with 
the declared intentions of the settlement, in this provision. 

Anybody who chose to believe that the Potsdam terms were really aimed 
at the destruction of German industrial power as such might find some con- 
firmation of this view in Article 12, which provides for the decentralization 
of German economy at the earliest possible date, to eliminate “ the present 
excessive concentration of economic power” as exemplified in trusts and 
cartels. This may, of course, be no more than a concession to the under- 
standable but somewhat doctrinaire American dislike of monopoly in all its 
forms. All the same, it would have been reassuring to find some proviso 
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to the effect that this splitting up of Farbenindustrie, for example, should 
not go so far as to prejudice the efficiency of the industry concerned. 

But the suspicion that Germany is, in fact, to be reduced to the status of 
an agric witeral nation would be aroused chiefly by the reparations clauses of 
the settlement. If it is really desired to exact substantial compensation 
for the devastation caused by the Germans, then, as pointed out in our issue 
of April last, certain elementary principles are self-evident and cannot be 
disregarded. In the first place, Germany must be allowed to build up her 
productive capacity in the immediate post-war years; in the second place, 
reparations must be collected in the form of a series of annuities extending 
over a considerable period, and derived from the margin between Germany’s 
total output and the resources needed to provide a minimum standard of 
subsistence for the German people. The reparations clauses of the Potsdam 
agreement represent a direct antithesis to this commonsense approach. No 
provision whatever is made for annual payments. On the contrary, reparations 
are —perny ' o be levied exclusively in the f rm of removals of industrial 
capital equipment and the confiscation of Germany’s external assets. Russia, 
incidentally, is to receive without payment 10 per cent. of the equipment 
removed from the Western zone, and a further 15 per cent. in exchange for 
deliveries of food and various products, including coal and potash, from the 
Russian zone. This, as has been pointed out, gives Russia an interest in 
seeing that the removals from the Western zone are as large as possible. 

[t is laid down that the removals of capital equipment are to begin as soon 
as possible and to be completed within two years from the date of determining 
their extent, which is to be within six months at latest from the signature 


of the agreement. An over-riding stipulation is that payment of reparations 
should leave enough resources to enable the German people to subsist without 
external assistance, the maximum level of subsistence presumably being 
determined by the further provision in Article 15 that Germany is to be 
permitted “‘ average living standards not exceeding the average of the standards 


of living of terns an countries ’’ (excluding the United Kingdom, on the one 
hand, and Russia, on the other hand). 

It is difficult to place any precise construction on all this. If the definition 
of war industry is drawn wide, and the definition of Germany’s peacetime 
needs correspondingly narrowed, then it is doubtful whether the extensive 
removal of capital equipment after several years of disinvestment will permit 
any reasonable standard of living at all. On the other hand, if the removals 
are kept down to a very low figure, to prevent Germany being reduced to a 
soup-kitchen economy in the early years, then (a) the amount of reparations 
will provide quite inadequate compensation for the sufferings of the Allied 
peoples and (b) the productivity of the German economy will be restored 


within a comparatively short period. If at the end of this time Germany’s 


resources are more than sufficient to provide the Continental average standard 
f living, are there to be further removals of capital goods to eliminate the 


surplus | production, or if the surplus production is allowed to continue what 
is to anne to it? Since the Continental average is specifically to represent 
a maximum and not a minimum for Germany, it would seem reasonable to 
suppose that any margin above this would be diverted to the Allies, i.e. would 
be taken as reparations on current account. That possibility would seem, 
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at any rate, to be admissible in virtue of the fact that the Potsdam agreement 
explicitly lays down principles for the treatment of Germany only in “ the 
initial control period ’—which would seem to imply a further period of 
control, to which different principles may be applicable, after the expiry of 
the two-year term for the completion of capital removal. It may be noted, 
too, that the proceeds of German exports are to be available “ in the first 
place’ in payment for approved imports, a phrase which again suggests that 
exports additional to those earmarked for that purpose might be. taken as 
reparations. 

If it is, in fact, the intention of the signatories to continue the control for 
a prolonged period, and to impose reparations in the form of annuities, then 
it can only be regarded as a glaring defect that this was not indicated in the 
communique. If, on the other hand, the intention is to substitute two years 
of organized looting for a proper reparations policy, then the agreement 
as a whole promises to go a long way towards losing us the peace. The lack 
of any indication as to the period of control which is contemplated is the 
fundamental flaw. It is disquieting in the extreme that the whole plan seems 
designed to provide for a hasty withdraw: il after a brief and utterly ine ide quate 
period of control, of which advantage will be taken to cripple Germany’s 
industrial potential as far as possible. Only on this assumption, 1 wate’ tunately, 
does it seem possible to expiain the whole approi ich to the reparations que stion. 
Given an extended period of supervision, such as twenty years, then it is clear 
that Germany can safely be allowed to retain a great deal of industrial capacity 
capable of diversion to war production, because there would be no danger 
of its being in fact used for military purposes. In that situation it would 
be possible to maximize German industrial output to the benefit of Europe 
as a whole, while absorbing as reparations any surplus over Germany’s minimum 
needs. What is more, that is the only policy which offers any safeguard against 
yet another German war of aggression. Is anybody foolish enough to suppose 
that a Germany left to her own devices after two or three years would not 
succeed in rebuilding her war economy within a decade, however severely 
this might have been crippled at the outset ? Is anybody foolish enough 
to suppose that the danger of war will be lessened by reducing the German 
people to the verge of starvation by destroying a large part of her industry ? 
No; the one and only means of safeguarding the peace of Europe is to con- 
tinue the occupation of Germany until a new generation emerges which may 
show,more promise of sanity and ae than the Germans of the last hundred 
years. And if we could be assured of this necessary period of supervision, 
then no excuse could remain for any policy of destroying Germany as an 
industrial nation, whether this were motivated by panic or rapacity. 


THE POTSDAM DECISIONS 


Treatment of Germany in the Initial Control Period 
Agreement has been reached at this conference on the political and 
economic principles of a co-ordinated allied policy towards defeated Germany 
during the period of allied control. The purpose of this agreement is to 
carry out the Crimea declaration on Germany. German militarism and 
Nazism will be extirpated and the allies will take in agreement together, now 
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and in the future, the other measures necessary to assure that Germany never 
gain will threaten her neighbours or the peace of the world. 

It is not the intention of the allies to destroy or enslave the German people. 
It is the intention of the allies that the German people be given the oppor- 
tunity to prepare for the eventual reconstruction of their life on a democratic 
and peaceful basis. If their own efforts are steadily directed to this end it 
will be possible for them in due course to take their place among the free 
and peaceful peoples of the world. 


Political Principles 

1. In accordance with the agreement on control machinery in Germany, 
supreme authority in Germany is exercized, on instructions from their re- 
spective Governments, by the commanders-in-chief of the armed forces of 
the United States of America, the United Kingdom, the Union of Soviet 
Socialist Republics, and the French Republic, each in his own zone of occupa- 
tion, and also jointly, in matters affecting Germany, as a whole, in their 
capacity as members of the Control Council. 

2. So far as is practicable, there shall be uniformity of treatment of the 
German population throughout Germany. 

3. The purposes of the occupation of Germany by which the Control 
Council shall be guided are: 

(i) The complete disarmament and demilitarization of Germany and 
the elimination or control of all German industry that could be used for 
military production. To those ends: (@) All German land, naval and air 
forces, the S.S., S.A., S.D., and Gestapo, with all their org ranizations, 
staffs and institutions, including ffie General Staff, the Officers’ Corps, 
Reserve Corps, military schools, war veterans’ organizations, and all 
other military and quasi military organizations, together with all clubs 
and associations which serve to keep alive the military tradition in 
Germany, shall be completely and finally abolished in such manner as 
permanently to prevent the revival or reorganization of German militarism 
and Nazism: (4) all arms, ammunition, and implements of war, and all 
specialized facilities for their production, shall be held at the disposal 
of the allies or destroyed. The maintenance and production of a# aircraft 
and all arms, ammunition, and implements of war shall be prevented. 

(ii) To convince the German people that they have suffered a total 
military defeat and that they cannot escape re sponsibility for what they 
have brought upon themselves, since their own ruthless warfare and the 
fanatical Nazi resistance have destroyed German economy and made 
chaos and suffering inevitable 

(iii) To destroy the National Socialist Party and its affiliated and 
supervised organizations ; to dissolve all Nazi institutions ; to ensure 
that they are not revived in any form; and to prevent all Nazi and 
militarist activity or propaganda. 

(iv) To prepare for the eventual reconstruction of German political 
life on a democratic basis and for eventual peaceful co-operation in inter- 
national life by Germany. 

4. All Nazi laws which provided the basis of the Hitler régime or established 
discrimination on grounds of race, creed, or political opinion shall be 
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abolished. No such discriminations, whether legal, administrative, or other- 
WIse, shall be tolerated. 

5. War criminals and those who have participated in planning or carrying 
out Nazi enterprises involving or resulting in atrocities or war crimes shall be 
arrested and brought to judgment. Nazi leaders, influential Nazi supporters 
and high officials of Nazi organizations and institutions, and any other persons 
dangerous to the occupation or its objectives, shall be arreste ‘d and interned. 

6. All members of the Nazi party who have been more than nominal 
participants in its activities, and all other persons hostile to allied purposes, 
shall be removed from public and semi-public office and from positions of 
responsibility in important private undertakings. Such persons shall be 
replaced Py persons who, by their political and moral qualities, are deemed 


capable of assisting in developing — democratic institutions in Germany. 
7. German education shall be so controlled as completely to eliminate 


Nazi and militarist doctrines and to mz he possible the successful development 
of democratic ideas. 

'. The judicial system will be reorganized in accordance with the principles 
of democracy, of justice under law, and of equal rights for all citizens without 
distinction of race, nationality, or religion 

). The administration of affairs in Germany should be directed towards 
the decentralization of the political structure and the development of local 
responsibility. To this end (i) local self-government shall be restored through- 
out Germany on democratic principles, and in particular through elective 
councils, as rapidly as is consistent with military security and the purposes 


of military _ occupation ; (ii) all democratic political parties with rights of 
assembly and of public discussion shall be allowed and encouraged throughout 
Germany « ill) representative and elective princ iples shall be introduced 


into regional, provincial, and state (Land) administration as rapidly as may 
be justified by the successful application of these principles in local self- 
overnment ; (iv) for the time being no central German government shall be 

hed. Notwithstanding this, however, certain essential central German 
administrative departments, headed by State Secretaries, shall be established, 
particularly in the fields of finance, transport, communications, foreign trade, 
and indwstry. Such departments will act under the direction of the Control 


ro. Subject to the necessity for maintaining military security, freedom 
of speech, Press, and religion shall be permitted, and religious institutions 
shall be respected. Subject likewise to the maintenance of military security, 
the formation of free trade unions shall be permitted. 


Economic Principles 

1r. In order to eliminate Germany’s war potential, the production of 
arms, ammunition, and implements of war as well as all types of aircraft and 
sea-going ships shall be prohibited and prevented. Production of metals, 
chemicals, machinerv, and other items that are directly necessary to a war 
economy shall be rigidiy controlled and restricted to Germany’s approved 
post-war peacetime needs to meet the objectives stated in paragraph 15. 
Productive capacity not needed for permitted production shall be removed in 
accordance with the reparations plan recommended by the Allied Commission 
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on Reparations and approved by the Governments concerned, or if not removed 
shall be destroyed. 

12. At the earliest practicable date, the German economy shall be 
decentralized for the purpose of eliminating the present excessive concentra- 
tion of economic power as exemplified in particular by cartels, syndicates, 
trusts, and other monopolistic arrangements. 

13. In organizing the German economy, primary emphasis shall be given 
to the development of agriculture and peaceful domestic industries. 

14. During the period of occupation Germany shall be treated as a single 
economic unit. To this end common policies shall be established in regard 
to: (a) mining and industrial production and allocation; (4) agriculture, 
forestry, and fishing ; (c) wages, prices, and rationing ; (d) import and export 
programmes for Germany as a whole; (e) currency and banking, central 


taxation, and Customs ; (f) reparation and removal of industrial war potential ; 


(g) transportation and communications. In applying these policies account 
shall be taken, where appropriate, of varying local conditions. 

15. Allied controls shall be imposed upon the German economy, but only 
to the extent necessary (a) to carry out programmes of industrial disarmament 
and demilitarization, of reparations, and of approved exports and imports ; 
(b) to assure the production and maintenance of goods and services required to 
meet the needs of the occupying forces and displaced persons in Germany, 
and essential to maintain in Germany average living standards not exceeding 
the average of the standards of living of European countries (European 
countries means all European countries, excluding the United Kingdom and 
the Union of Soviet Socialist Republics) ; (c) to ensure in the manner deter- 
mined by the Control Council the equitable distribution of essential com- 
modities between the several zones, so as to produce a balanced economy 
throughout Germany and reduce the need for imports; (d) to control German 
industry and all economic and financial international transactions, including 
exports and imports, with the aim of preventing Germany from developing 
a war potential and of achieving the other objectives named herein; (e) to 
control all German public or private scientific bodies, research and experi- 
mental institutions, laboratories, etc., connected with economic activities. 

. In the imposition and maintenance of economic controls established 
by the Control Council, German administrative machinery shall be created 
and the German authorities shall be required to the fullest extent practicable 
to proclaim and assume administration of such controls. Thus it should be 
brought home to the German people that the responsibility for the adminis- 
rati f such controls, and any breakdown in these controls, will rest with 
+} 4 z 
til . 4 





\ny German controls which may run counter to the objectives 
of ipation will be prohibited. 

Me ; shall b promptly taken (a) to effect essential repair of 
trai (6) to enlarge coal production; (c) to maximize agricultural 
outp ) to effect emergency repair of housing and essential utilities. 

ppropriate steps shall be taken by the Control Council to exercise 
conti nd the power of disposition over German-owned external assets not 


already under the control of the United Nations which have taken part in the 
war against Germany. 
Payment of reparations should leave enough resources to enable the 


German people to subsist without external assistance. In working out the 
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economic balance of Germany the necessary means must be provided to pay 
for imports approved by the Control Council in Germany. The proceeds 
of exports from current production and stocks shall be available in the first 
place for payment for such imports. The above clause will not apply to the 
equipment and products referred to in paragraph 4 (a) and 4 (b) of the repara- 
tions agreement. 

Reparations 

In accordance with the Crimea decision that Germany be compelled to 
compensate to the greatest possible extent for the loss and suffering that 
she has caused to the United Nations, and for which the German people cannot 
escape responsibility, the following agreement on reparations was reached : 

1. Reparation claims of the U.S.S.R. shall be met by removals from the 
zone of Germany occupied by the U.S.S.R. and from appropriate German 
external assets. 

The U.S.S.R. undertakes to settle the reparation claims of Poland from 
its own share of reparations. 

3. The reparation claims of the United States, the United Kingdom, and 
other countries entitled to reparations shall be met from the western zones 
and from appropriate German external assets. 

4. In addition to the reparations to be taken by the U.S.S.R. from its own 
zone of occupation, the U.S.S.R. shall receive additionally from the western 


zones : (a) 15 per cent. of such usable and complete industrial capital equip- 
ment, in the first place from the metallurgical, chemical, and machine manu- 
facturing industries, as is unnecessary for the German peace economy, and 
should be removed from the western zones of Germany, In gers unge for an 
equivalent value of food, coal, potash, zinc, timber, clay products, p sipelonie 


products, and such other commodities as may be agreed upon. () Ten per 
cent. of such industrial capital equipment as is unnecessary for the German 
peace economy and should be removed from the western zones, to be trans- 
ferred to the Soviet Government on reparations account without payment 
or exchange of any kind in return. Removals of equipment as provided in 
(a) and (b) above shall be made simultaneously. 

The amount of equipment to be removed from the western zones on 


ount of reparations must be determined within six months from: now at 





6. Removals of industri ul « ‘apital equipment shall begin as soon as possible 
and shall be ¢ mpicled within two vears from the determination specified in 


para raph 5. The delivery of produc ts covered by 4 (a) above shall begin 
as soon as possible, and shall be made by the U.S.S.R. in agreed instalments 
within five years of the date thereof. The determination of the amount and 

















character of the industrial equipment unnecessary for the German peace 
economy and therefore available for reparation shall be made by the Control 
Council under policies fixed the Allied Commission on Reparations, with 
the participation of France, subject to the final approval of the zone commander 
in th © from which the equipment is to be removed. 
7. Prior to the fixing of the total amount of equipment subject to removal, 
advance deliveries hall b made 1 respect of such equipm It as will be 
nined to be eligible for delnvery in accordance with the procedure set 
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8. The Soviet Government renounces all claims in respect of reparations to 
shares of German enterprises which are located in the western zones of occup- 
tion in Germany, as well as to German foreign assets in all countries except 
those specified in paragraph 9 below. 

9. The Governments of the U.K. and U.S.A. renounce their claims in respect 
of reparations to shares of German enterprises which are located in the eastern 
zone of occupation in Germany, as well as to German foreign assets in Bulgaria, 
Finland, Hungary, Rumania, and Eastern Austria. 

10. The Soviet Government makes no claims to gold captured by the 
allied troops in Germany. 





Australian Banking and Finance 


From an Australian Correspondent 


O survey of Australian conditions would be complete without reference 
to the far-reaching and controversial banking legislation recently placed 
on the Statute Book and which came into operation on August 21. The 
legislation was based on the Labour Party’s conviction that the Government 
must accept responsibility for the economic condition ofthe nation and that, 
in view of the magnitude of the problems of the post-war period, the Govern- 


ment must assume those powers over banking policy regarded as necessary 
to assist it in maintaining prosperity. 


Commonwealth Bank Bill 


The Commonwealth Bank Bill, discussed in detail in the April issue of 
THE BANKER, specifically requires the Bank to carry on the business of a 
central bank, and to exercise its powers in such a manner as will best con- 
tribute to the stability of the currency, the maintenance of full employment, 
and the economic prosperity and welfare of the people of Australia. In the 
event of a difference of opinion between the Government and the Bank as 
to whether the Bank’s monetary and banking policy is directed to the greatest 
advantage of the people of Australia, and agreement between them cannot 
be reached, the Government may require the Bank to adopt a policy for 
which the Government will accept responsibility. The Bill provides for the 
expansion of the Bank’s general banking business, and for the separation 
of the accounts and transactions of that business from the other business of 
the Bank. It is provided that the Special Accounts and other deposits which 
the trading banks will be required to hold with the Commonwealth Bank 
may not be held in the Bank’s general banking division. The initial capital 
of that Division is to be £A.4 million, provided from the existing capital 
and reserves of the Bank. 

An Industrial Finance Department of the Bank is to be established to 
provide finance and assistance for the establishment and development of 
industrial undertakings, particularly small undertakings, and to provide 
advice on the operations of industrial undertakings with a view to promoting 
their efficiency. The capital of this Department will be £A.4 million, con- 
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sisting of {A.2 million to be transferred from the special (gold profit) reserve 
in the Note Issue Department and {A.2 million to be transferred from the 
other assets of the Bank. The general manager of the Department will be 
appointed by the Governor-General. Loans to individuals will be made on 
credit-foncier terms for periods of from five to thirty-five years and will be 
secured by a first mortgage on land. The loans must not exceed 85 per cent. 
of the Bank’s valuation of the security or £A.1,250, whichever is the less. 
Loans to building societies in respect of a home on the security of which they 
have already advanced moneys must not exceed 90 per cent. of the Bank’s 


valuation of that property. 


Banking Bill 

fhe Banking Bill provides that authority to carry on general banking 
business must be obtained from the Governor-General. Existing banking 
institutions will be issued with the necessary authority on application. Ifa 
bank becomes or is likely to become unable to meet its obligations, the Common- 
wealth Bank may investigate the affairs of the bank concerned and, if necessary, 
assume control of and carry on its business until the deposits of the bank 
have been repaid or suitable provision has been made for their repayment. 
Each bank is also required, except with the authority of the Commonwealth 
Bank, to hold tangible assets in Australia of a value not less than the total 
amount of its deposit liabilities in Australia, and these assets will be available 
to meet deposit liabilities in Australia in priority to all other liabilities of the 
bank. 

In view of these responsibilities, and for purposes of the very detailed 
regulation which is envisaged, the Commonwealth Bank may’ require any 
bank to supply information relating to its financial stability. “Thus, senile 
banks will be required to prepare uniform balance sheets, profit and |] 
accounts and statistical statements relating to their business. They will 


1 


also be required to furnish to the Commonwealth Bank such information 


Oss 


about their business as the Commonwealth Bank directs, but not information 
vith respect to the affairs of any individual customer. The Auditor-General 
will investigate the affairs of each bank periodically, and at the direction 
of the Treasurer, furnish reports to him and to the Commonwealth Bank. 

[It was to be expected that such controversial legislation would meet with 
sharp opposition to the more revolutionary proposals in the bills. Strong 
exception was taken to the provision enabling the Commonwealth Bank to 
compete actively with the trading banks while at the same time controlling 
those banks. Certainly, the proposal is quite contrary to the generally 
accepted practi f central banking in England and other countries where 
the trend has been towards an increasing aloofness from ordinary commercial 
business. iderable criticism was also directed against the clause wihuch 
makes permanent the Special Account procedure established during the war 
to immobilize the banks’ surplus investible funds, though it is recognized 
that, with t pirat irtime banking control regulations, these 
Sp 1D \.241.8 million, could be used as a b for an 
inflationary expansi rading bank advances and investments. It was 
a vedl ( ivoid tl ossibility if a secondat credit xpansio hat i¢ 
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of the trading banks to whatever extent may be necessary. Bitter comment 
has also been made about the abolition of the note reserve requirements. 
Since Australian notes are not now convertible into gold, however, such 
criticism loses a good deal of effect. In any case Australian policy is not unlike 
the position in England, where a flexible fiduciary issue operates without 
exciting any comment—though increases are subject in Britain to Parliamen- 
tary approval and will not be in Australia. 

[t has been said that all lasting reforms come slowly, and it is undoubtedly 
a weakness of these bills that they seek to accomplish t~» much reform too 
quickly. It seems strange that the Labour Government should do away 
with the Commonwealth Bank Board when they could, by lapse of time, 
have secured full labour control if they desired to do so. Certainly, public 
opinion would have regarded the Board’s retention as a safeguard against 
the rash use of the wide powers conferred on the Government by these bills. 
It has been said that, in theory, these powers might enable a Government 
to pursue a spendthrift or inflationary policy, or even to pursue deflation 
to the length of paralyzing business, but in actual practice they will certainly 
be used quite differently. The Governor of the Bank and the members of 


the Advisory Council are men with orthodox banking views and the Labour 
Government certainly cannot be accused of having hitherto employed reckless 


unorthodox methods in public finance. 


But the real motive for the Labour Government’s decision to abolish the 
Commonwealth Bank Board must have come from the bitter memories of 
the economic depression of 1929/33, during the first half of which the Scullin 
Labour Government was in office. Those who remember those tragic days 
will recollect that the Commonwealth Bank and the trading banks alike 
pursued a deflationary policy unnecessarily harsh in its incidence and which 
caused widespread suffering that could have been avoided. Labour leaders 
think that the banks might have done much to mitigate the hardship and 
distress of the depression and that they should have co-operated actively 
with the Governments in providing employment and _ restoring industry. 


The Government is now determined to ensure, so far as is possible, that this 
failure will not be repeated. This is, of course, merely locking the stable 
door, since the orthodox approach to monetary problems has meanwhile 


been revolutionized by the work of Lord Keynes. 


Government Finance 


The reduction in war expenditure in 1944/45 of £A.84.4 million in no 
implied any diminution of Australia’s war effort, but rather a re- 
rientation of that effort due to two main factors. First, the war had reached 
a stage where it was no longer necessary to provide expenditure on such a 


irge scale for new capital works, such as camp accommodation or aerodromes. 
In the second place, demands on Australia’s productive capacity for essential 


supplies required by the United Kingdom and Allied Governments had 
ined this capacity to the utmost, and some diversion of manpower from 
armed forces to production was necessary to meet these demands. 
lingly, and with the full concurrence of the Allied Governments, the 
strength of the Services was lower during 1944/45 than in 1943/44, 

is adjustment was reflected in war expenditure. The decline in actual 
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expenditure in 1944/45, compared with the estimate, was not due to a short 
fall in expenditure but to an increase in various credit items, such as recoveries 
of expenditure on account of other Governments, which are set off against 
expenditure. Gross war expenditure in 1944/45 amounted to £A.584 million, 
compared with a Budget estimate of £A.597 million. 

The following table gives a summary of Commonwealth Government finance 
for 1944/45, compared with the Budget estimates and with actual figures for 
the two previous years : 


1942/43 1943/44 1944/45 
Actual Estimate 
fA.m £A.m £A.m £A.m 
EXPENDITURE* 
War: Australia = ‘ 483 485 424 452 
Overseas ° oe . 79 50 30 53 
Civil ? _ P 108 142 150 148 
Total Expenditur , 670 686 610 653 
REVENUE* 
Income Tax 115 152 183 167 
Other taxes Ir5 119 I22 119g 
Other revenue s 35 39 30 
Total Reven 263 309 344 325 
Loan Funds ; 402 377 266 328 
670 686 610 653 
fax reimbursements to the States (amounting to £A.27 million in 1942/43 and £A.33 


million in 1943/44 and 1944/45) are omitted from figures of revenue and expenditure. 


Lend-Lease and Reciprocal Aid 

Australian expenditure on Reciprocal Lend-Lease and supplies to United 
States Forces in Australia and the South-west Pacific area, from April 1942 
to June 1945 was £{A.258 million. Unofficial figures place the value of Lend- 
Lease goods received in Australia to the end of April 1945 at about £A.312 
million. Goods and services supplied to Australia by Canada under the 
Canadian Mutual Aid Act to the end of March 1945 were valued at £A.20 
million. 

The latest figures published by the trading banks call for no special 
comment. 

NINE TRADING BANKS 


LIABILITIES AND ASSETS WITHIN AUSTRALIA 
(£A. million) 
Special 
Wartime 


Deposits Govern- Deposits 

Average See ment with 

of Not and Common- Advances, 
Weekly Bearing Bearing Treasury Municipal wealth Discounts, 
Figures Interest Interest Total Bills Securities Bank etc. 
1939 .. 199.0 121.6 321.5 23.4 22.1 _ 200.7 
1943 . 201.2 200.9 $602.1 63.6 72.0 102.9 240.4 
1944 219.5 319.60 539.1 64.3 Q1.2 75.9 219.6 
June, 1945 224.0 358.5 582.5 40.5 104.3 241.8 207.9 


Wartime deposits continue to increase. Advances, however, continue to 
fall, while the banks’ holdings of Government securities have risen somewhat. 
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This, however, indicates no more than an adjustment to an agreed level of 
profits. 


COMMONWEALTH BANK OF AUSTRALIA 
Note IssuE DEPARTMENT AND GENERAL BANKING DEPARTMENT 


(£A. million) 
Deposits, 


including Govern- 
other ment 
banks’ Sterling and 
balances Reserve other 
\verage Notes in Circulation with and Money Securities 
of held by Common- at Short (including Discounts 
Weekly EE wealth Call in Treasury and 
Figures Public Banks Total Bank London sills) Advances 
* 
1939 = 34.8 14.6 19.4 4 33-3 a9.2 17.4 
1943 125.6 15.9 141.5 ont 52.5 325.1 22.0 
144 170.5 16.1 186.6 366.4 150.1 386.7 23.8 
June 1945 ; 169 15.5 185.5 440.1 184.7 418.1 20.6 
July 23, 1945 .. (a (a) 183.7 132.4 148.1 $46.0 22.6 


* From Dece mber 1941, including Banks’ Special Wartime Deposits with Commonwealth 
Bank in terms of National Security (Wartime Banking Control) Regulations. 
Not available 


The fall in London Funds of £A.36.6 million between end-June 1945 
and July 23, 1945, is due to the repayment commitment of the Conversion 
Loan in London. Options of redemption for £94 million of 5 per cent. Loans 
accrued this year and the Commonwealth Government decided to repay and 
repat ~gs £34 million and to seek conversion of £60 million. Applications 
totalling {56.7 million were received for the Conversion Loan of £60 million, 
which pone in London on May 25. The Commonwealth Bank provided 
the amount necessary to complete the conversion operation and made funds 
available to repay the £34 million which was repatriated on July I, 1945. 
The annual saving of interest will be approximately £1.7 million sterling. 


AUSTRALIA—OVERSEAS TRADE 
(£A. million) 


IMPORTS (MERCHANDISE) EXPORTS (MERCHANDISE) 
er ny ey 

For For —_ 

On Civil Commonwealth On Civil Commonwealth ,. 
Account Government Total Account Government Total 
1935/39 119,2 $.2 124.4 r28..5 [21.5 
1942/43 - 89.0 176.7 265.7 Ol.1 34.5 125.6 
1943/44 98.1 165.0 263.1 104.1 42.6 146.7 
1944/45 ; 235.47 148.1f 


Subject to revision 


Although exports during 1944/45 compare favourably with those of 
previous years, it is certain that a setback must occur in 1945/46 owing to 
the effects of the severe drought in many parts of the continent. The wool 
clip for 1945/46 may possibly fall by one-third and the output of dairy produce 
is declining seriously. 
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Britain’s Imports — Past and Future 


MBEDDED in the matter-of-fact statistics of our import trade for the 
veers 1938 to 1944, published during August, is to be found a large part 

of the economic history of the war. We see the disappearance of many 
normal sources of supply owing to enemy occupation, and the emergence 
of new suppliers to help fill the gap thus left. We see many striking changes 
in the character of our imports : the vast expansion in imports of munitions 
and industrial products; the decline in purchases of many items of food 
and manufactures, reflecting the sacrifices of our civilian population ; the 
shifts adopted to extract the fullest possible benefit from our over-burdened 
merchant marine, such as the substitution of finished goods for raw materials 
(alumimium for bauxite), the drastic cut in imports of bulky commodities 
of low value (feeding-stuffs, timber) and the elimination of the unnecessary 
weight carried in some normal cargoes (boned meat, dried eggs). 

Nobody could examine these figures without being vividly reminded of 
our debts—our debts to Canada and the United States, who showered supplie s 
of all kinds so liberally on this country as part of their own splendid war 
effort ; our debt to the Navy and the merchant seaman, who so ably ensured 
that these goods should reach their destination, despite all the malice and 
ingenuity of the enemy ; and finally our debts of a different and more onerous 
kind to the many other overseas countries which sent us their goods, not as 
mutual aid or a pooling of resources between allies, but in the expectation of 
payment at some future time. 

The achievements of the Navy and merchant navy are evident in the 
fact that by 1943 the volume of supplie s carried to these shores was once again 
actually higher than before the war. Even including munitions, the volume 
of import trade dipped to 79 per cent. of its pre-war level in 1942. But in 
the following year the inflow was I1 per cent. greater than before the war 
and in 1944 it was as much as 36 per cent. greater. In terms of value, the 
annual figures have shot up from {919.5 millions in 1939 to £1,885 millions 
in 1943 and no less than £2,361 millions last year. Excluding munitions, 
the 1943 figure was £1,233 millions and that for 1944 £1,306 millions. To 
a great extent, of course, this enormous increase in the import bill has been 
due to the rise in prices, as will be evident from the volume figures already 
mentioned. By 1941 the average cost of imports was already up by 60 per 
cent. By 1943 the advance was 84 per cent. and last year it was gI per 
cent. What is more, the average value both of raw materials and manu- 
factured goods had more than doubled by 1944, and the fact that the food, 
drink and tobacco group showed an increase of only 65 per cent. was mainly 
because the prices of Lend-Lease goods had been stabilized at 1941 levels. 
The war would seem, incidentally, to have produced a shift in the terms of 
trade to our detriment, since in 1944 the average price of our exports was 
only 78 per cent. higher than in 1938, as compared with this rise of gI per 
cent. in import prices. After a while, freight costs are likely to fall now the 
war is over, and some countries where inflation has been most severe (as 
in the Middle East) may decide to bring down their internal price level to 
some extent. But with the end of Lend- Lease a further rise in the price 
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of these hitherto stabilized products clearly has to be reckoned with. An 
adverse movement in the terms of trade must obviously aggravate still 
further the already formidable task lying before our export industries. 

The effect of the war was not only to cut us off from the enemy and enemy- 
occupied countries which provided 28 per cent. of our total imports in 1938, 
but also virtually to eliminate many other sources of supply —imports from 
Russia and Sweden, for example, slumped from {£44 millions in 1938 to less 
than £3 millions in 1944. On the other hand, some other countries assumed 
unprecedented importance as sources of imports. Within the Empire, for 
instance, Nigeria and Rhodesia each sent us more than South Africa in the 
later vears of the war. Imports from Argentina and Brazil more than doubled 
in value terms; our purchases from Spain and Portugal nearly doubled. 
The Dutch West Indies actually came third among foreign countries as sources 
of imports last year. Iceland and French West Africa each sent us over £9 
maillions of goods, Belgian Congo nearly £10 millions and St. Domingo over 
{124 millions. The table below shows the course of our import trade with 
various broad regions during the waz : 


Imports by Regions 


Area 1938 1930+ 1940+ 19417 1942 1943 1944 
ém {m £m fm fm £m /m 
Enemy and enemy-occupied 
countries in Europe* .. 221.4 201.9 78.2 3.1 0.4 0.3 9.5 
Other Mediterranean 
countries Me = 25.2 30.0 34.0 19.6 27.5 30.6 42.0 
Rest of Europe éa 79.2 74.2 60.9 53.1 58.1 52.1 57.7 
Rest of Africa ps a 16,2 50.4 75.4 75.9 84.4 84.5 97.4 
Enemy and enemy-occupied 
countries in Asia ee ; vs Os, ey 50.6 $4.5 13.5 o.% o,Oo 
Rest of Asia a un 82.4 78.1 105.4 80.0 72.3 86.0 88.3 
Oceania ; ; “- 120.7 105.0 154.0 103.0 100.4 52.4 05,0 
North America i me 109.3 199.4 $28.3 602.8 505.0 739.3 745.4 
Central America and West 
Indies : ne 34. 34.3 46.2 7% .0 19.5 58.0 52.3 
South America skis oa 69.6 73.9 33.1 90.3 84.9 99.3 114.5 
Total : ‘ 919.5 885.5 1,152.1 1,145.1 996.3 1,232.6 1,306.2 





* This includes all those countries (in Europe) which have been enemy or enemy-occupied. 
+ Figures for these years include munitions 


Most striking of all, of course, is the vast expansion in shipments from 
North America—from less than £200 millions in 1938 to £745 millions last 
year, and this without taking account of munitions. With its total of £533 
millions, the United States alone supplied over 40 per cent. of our total needs 
last year ; together with Canada’s £208 millions, North America supplied well 
over half of all our imports. Indee d, excluding the United States, our imports 
from all foreign countries declined from £430 millions in 1938 to only {£259 
millions last year—which obviously represents a very sharp drop in volume. 
Excluding Canada, British ory sent us only £307 millions last year, 
against £293 millions at the much lower prices of 1938. . 

This overwhelming importance of North America as a source of supply 
obviously has implications of the highest importance for our commercial 
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policy. It is evident that these two countries must continue to bulk very 
large as suppliers of goods to this country for some time to come, and that 
it will be at least three or four years before we can hope to cover these purchases 
in full by sending exports in return. Fortunately, our American delegation 
under the leadership of Mr. William Clayton, an Assistant Secretary of State, 
has already been discussing with our Government methods of dealing with 
the country’s external prob Te ‘m over the next few years, now that Lend-Lease 
has come to an end. 
it should be understood that these negotiations were confined to the 
problem of our current balance. No — has been made on our side for 
a huge dollar credit in order to fund the £3,000/£4,000 millions of abnormal 
sterling balances. America very properly regards that as a purely British 
rise m, While on our side we are under no obligation to convert any sub- 


1 

I ; 
stantial proportion of the capital sum, such as 25 per cent., into dollars. 
[t is clear that any eventual funding must provide for the very gradual release 
of the sterling sums over an extended period of years (doubtless subject to 
acceleration in the event of incipient depression in this country), while the 
conversion of a proportion of these annuities into foreign exchange must 
remain to be decided in the light of our exchange position at the time (unless 


and until the complete multilateral conv rtibility ’ of sterling is restored). 
| 


‘rned, however, there is every in- 


n is con 


“3 r as our current problem x 
dication that the United States, like Canada, is only too willing to co-operate 
and assist. Nevertheless, it seems reasonable to suppose that this much- 
needed help will be forthcoming the more readily if Britain is prepared also 
to strive towards the expansionis orld of multilateral trade and freely 
com ib] currencies—the world -- Bretton Woods—that both Canada 
and the United States are known to desir Those in this country who 
themselves regard multilateral trade as hedaueie in Britain’s interest 
will not regard that as a price to pay for American assistance, but rather 
as a welcome opportunity to co-operate with America in the rebuilding of 


internatio1 al trade and the creation of an expanding world economy. Those 
who do not desire a multilateral trading world, on the other hand, may well 
stand appalled, in the light of the import figures, at the plight this country 
would face should the conditions for Anglo-American co-operation not be 
present. 

Bilateralist obsession with the terms of trade could result only in a drastic 
curtailment of the volume of trade, to the detriment of ourselves and the rest 
of the world. It is well known that the bilateralists of the Left share with 
the Imperialists of the Right the vision of a virtually self-contained sterling 
area, permitting unrestricted trade within the area, but using all the devices 
of exchange control and commercial policy to raise barriers against trade with 
the American world. What a dangerous illusion that is, and how much havoc 
it would wreak should faith in so pitiful an alternative land this country in 
strained relations with the United States. Even if North American supplies 
were less vital to us than they are in fact, the sterling area dream is a com- 
pletely empty one because there is no community of interest to encourage 
its remaining members to join with us in an economic war with America. 
Canada’s course would be clear. India has already shown how anxious she 
is to buy from the United States. The countries of Western Europe which 





mi 
An 


WoO 


of 
the 
too 
fac 


an 

pel 
ste 
ter 
Si ( 
fidi 
eX} 
its 
agi 
to | 
the 
at 

ad 
or 

dei 
it 
slu 
abi 
em 
bil: 
fro 
col 














might be invited to join in such a sterling bloc are similarly dependent on 
America and in many cases have an equally ardent belief in the multilateral 
world of the gold standard. 

For the next few years especially, the prospects of manipulating the terms 
of trade in our favour are in any case remote in a seller’s world where even 
the British import market will represent a poor bargaining weapon. Think, 
too, of the insuperable obstacles that a British export drive would have to 
face if this country should embark on an economic war with the United States 
—and let there be no mistaking that the sterling area dream does mean such 
an economic war. To take one factor alone, the United States could with 
perfect ease extend vast credits to other countries (including those of the 
sterling area) and thus greatly weaken the demand for British goods on cash 
terms. Unless our new Government is sufficiently ill-advised to obtrude its 
Socialist philosophy into our external trading policy, however, one can con- 
fidently count on American policies that will assist instead of hamper British 
exports. The United States, for example, may be expected not only to lower 
its own tariffs, as envisaged in the recent Act, but through its reciprocal trade 
agreements programme will induce third parties to reduce their import duties, 
to the benefit of British as well as American traders. Inevitably, there remains 
the problem whether the United States will be able to stabilize internal activity 
at a high level, or will suffer yet another disastrous slump that must react 
adversely on all countries whose economies are geared to trading with America, 
or even with other countries whose prosperity depends in turn on American 
demand for their exports. That problem is indeed the most serious ofall. But 
it is sheer defeatism to say that, for fear America should one day run into a 
slump, we shall prevent our trade with the American world from ever rising 
above slump levels. That is the only ultimate protection against instability 
emanating from the United States. It is the solution favoured by the 
bilaterialists and the sterling area fanatics, but it is a policy of despair even 
from the economic point of view and quite apart from its disastrous political 
consequences. 





Imports : Some Individual Items 


19396 1943 1944 
f, OOO $, OOO # OOO 
Wheat . . ce ; ‘ ‘ 38,628 44,002 $3,191 
Barley > ao ora ae ss a 0,550 
Maize ‘ ‘ " ° ; 17,700 541 1,195 
Flour ; : ; i 3,950 12,575 16,223 
Feeding Stuffs. . ‘ 11,419 206 1,498 
Beef : Chilled ‘ 17,076 — 
Boned and boneless ° . 1,009 13,970 15,952 
Lamb 16,396 29,107 21,320 
Bacon 30,921 34,377 43, 106 
ork 3,081 22,253 32,4600 
Butte 0,8 3 20,808 21,162 
Cnees ‘ oe : 9,001 19,799 23,404 
I in shell 12,375 2,580 4 
dried, whol . I 30,518 3 oO 
Fr 37,058 2 8,187 
: 3! 30,04 35,102 
Cod 160 6,389 8,191 
Raisins 2,811 3,901 8,17 
Lard 3,132 12,78 10,500 





Bri 





Tobacco 

Iron ore 

Tin ore . 
Softwood, sawn 
Cotton 

Wool 

Ground nuts 
Cowhide 


Fur skins* ; ; 
Paper-making materials 
Rubbert 

Glass and glassware 
Iron and steel 
Aluminium 

Coppe r ° 
Cutlery, hardware 
Electrical goods 
Machinery 

“Plywood 

Carpets 

Stockings, rayon 
Footwear 

Chemicals, drugs 
Petroleum 

Pay r, et 

Rubber tyres and tubes 
Books 


fish ( tt) 


Eire 

Nigeria 

South Africa ; 
Rhodesia (N. & S.) 
British India 
Malaya 

Ceylon 

Australia 

Canada 


Total British 


; 


veign Countri 
Soviet Union 
Finland 
Sweden 
Iceland 
Denmark* 
(ermany 
Netherlands 
Belgium 
France a 
Switzerland . 
Portugal 


pain 

Italy os : 
Dutch West Indies 
Jelgian Congo aa 
French West Africa 
Egypt 

Iran 











1938 1943 
£'000 #000 
23,255 42,217 
7,15! 7,890 
5,726 10,315 
19,724 20,210 
29,500 53,739 
m $0,990 18,617 
3,500 
1,515 
11,433 
10,043 
11,503 
3,599 
14,816 
5,099 30,748 
15,509 30,150 
7,002 14,003 
3,107 8,183 
21,839 42,759 
3,355 5,744 
1,010 I 
1,345 15 
2,794 744 
13,013 27,817 
40,503 149,575 
14,542 4,504 
194 4,130 
, ia , 1,377 591 
[Including rabbit + Including synthetic. 
Imports : Principal Sources 

1938 1942 1943 

# 000 t 000 t 000 

22,965 33,950 28,386 

6,257 17,523 18,107 

14,6030 16,500 12,207 

6,394 14,744 15,733 

49,939 60,105 59,812 

12,174 6,305 —- 

12,399 9,041 25,079 

71,842 40,028 32,680 

78,708 150,247 200,240 

371,532 $55,937 $75,704 

19,499 3,229 1,702 

19,275 10 

24,542 432 690 
$43 5.992 0,472 

37,868 597 494 

31,871 37 25 

29,304 

18,625 5 oO 

23,568 62 7 

7,376 1,107 

3,059 7,395 

5,070 6,007 

7,122 — 

14,054 35,073 28,6908 
14! 4,903 9,705 
396 2,518 5,060 

11,613 15,045 11,004 

9,073 259 330 





1944 
£000 

31,72 
9,118 
7953 
18,783 
41,905 
35,429 
15,174 
7,204 
434 
8,905 


25,749 


1944 
£’000 


30,707 
21,126 
13,860 
17,718 
09,079 
16,083 


45,942 
207,582 


514,378 


1,732 
7,031 
9,015 
9,089 
24,475 
9,073 
9,089 
14,684 
588 
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1935 1942 1943 1944 
£’000 £’000 £'000 £'000 
China 6,409 671 185 641 
Japan 9,213 44 6 -— 
U.S.A 117,980 52,562 535,07 532,952 
Cuba , 4,836 1,891 10, ae 7,119 
St. Domingo 1,448 2,263 7,344 12,520 
Chile 7,867 2,362 2,285 874 
Brazil 7,661 16,179 17,851 18,026 
Argentine 38,471 49,426 58,307 81,182 
Total Foreign .. “s 547,977 540,380 753,846 791,819 











* Including Faroe Islands 


Labour and Bretton Woods 
By Edward Charles 


EFORE the end of this year the new Government and Parliament have 
Be to ratify the Bretton Woods agreements or allow them to lapse. 
The Monetary Fund is the principal subject of controversy, but in practice 
the Fund and the International Bank stand or fall together. For the Bank 
depends for its effectiveness upon the continued contribution of capital by 
the United States, and American opinion is firmly wedded to the principles 
of the monetary agreements, as is evidenced by the sweeping majorities they 
secured in Congress. True, there was powerful opposition in banking circles, 
but that opposition would have no sympathy whatever with the reasons for 
which the Bretton Woods agreements might be rejected by this country. 
It is to be feared that failure to ratify the Monetary Fund agreement here 
would be interpreted in America as a slap in the face for American economic 
co-operation with this country and with Europe, and even revive political 
isolationism. 

Bretton Woods has had a bad Press on the Left. Mr. Shinwell spoke 
against it, and Mr. Bevin was thought to be at best lukewarm. From his 
new point of view as Foreign Secretary it is scarcely conceivable that he should 
not urge its adoption. It would be strange indeed if Labour were to seem 
less willing than the Conservatives to commit their country to the paths of 
international co-operation. It is justifiable ground for pride among Labour 
men that the Party has always been internationalist, always fav oured the 
development of international institutions and their extension from the political 
sphere to that of economic affairs. This is certainly not the moment to draw 
back and to safeguard the rights of sovereign and independent decision in 
matters of inte national concern. 

If the Labour men have appeared to retreat from their accepted principles, 
it is necessary to seek for the particular reasons and to enquire whether they 
are well-founded. Broadly, they suspect Bretton Woods of being dlaned 
to make international trade safe for uncontrolled private enterprise ; more 
specifically they fear that its technical provisions may be ill- conceived and 
impede the pursuit by this country of an adequate full-employment policy. 
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It is worth remembering that the U.S.S.R. took an active part in the 
Bretton Woods discussions and was allotted the third largest quota in the 
Fund and the Bank, only a little way behind this country. It is, of course, 
inevitable that the predominant economic philosophy of the United States 
should be influential in any international agreement ; but it is clear that the 
Ryssians did not consider the terms of the agreement incompatible with their 
strictly Socialist trading system. Certainly the general tendency of the 
agreements is to do away with restrictions ; but Socialists are not enamoured 
of restrictions as such, especially in relation to international economic affairs. 
On the contrary, they have always favoured the dc velopment of wider and 
closer economic relations between the nations. But, of course, it is necessary, 
in their view, that these relations should be planned. 

[t is clear that American Governments will, in general, oppose the planning 
of foreign trade, while a Labour Government in this country will, in general, 
desire to promote it. But on this subject the Bretton Woods agreement says 
nothing. It is concerned with the financial technique of trade, which, of 
course, has certain implications. It is concerned with the reconstruction of 
a world financial system which will afford facilities for the development of 
international trade on the widest basis with the least possible restriction 
and on multilateral lines. 

[he Agreement requires that, after a transitional period, member States 
shall not apply exchange restrictions to current financial transactions. It 
clearly permits, and by implication might be said to approve, the maintenance 
of control over capital transactions. This would, of course, be essential 
for any effective full-employment policy, which calls iuter alia for cheap 
money and the control of the internal capital market. But there seems little 
reason why Labour policy should require to apply restrictions on current 
transactions except in a purely technical sense to prevent evasion of the 
regulations regarding movements of capital—to which objection could hardly 


1 
i 
) 
i 


be raised. Almost the only current item which a Labour Government might 
want to restrict in this way would be tourist expenditure, which might prevent 
a disproportionate leak from carefully husbanded exchange resources. But, 
since other countries would be in the same position, we should also enjoy a 


i 


substantial tourist revenue, while international travel is in itself highly desir- 
able on cultural and political grounds. There is really nothing substantial 


Individual Labour men have at various times toyed with ideas of Empire 


economics (doubtless they would have hotly rejected any accusation of economic 
imperialism) and this has been at the root of some of the opposition to Bretton 
W oods But this, too, has been contrary to the main stream of Labour 
thought, which has inherited from Liberalism the conceptions of international 
economic co-operation which underlay the doctrines of free trade. The 
opposition to the multilateral trading svstem has now a more respectable 
basis. It is considered that it is only applicable among like-mind 1 nations 
who are prepared severally and jointly to take steps to stabilize employment 
at a high level [he real fear is that the United States will be unable and 
unwilling to do this, and that a system which prohibits discriminatory trading 
will force the rest of us to deflate our mutual trade in step with American 


depression or be faced with an overwhelming shortage of dollars. 
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This is not the place to attempt a discussion of this fundamental issue, 
on which much has been and will be said. But it is appropriate to point out 
that it will be much easier for a semi-Socialist Government in this country, 
and similar régimes in Western Europe, to deal with such a situation than 
for a Conservative one. Labour may, as a matter of policy, contigue to 
import many of the principal commodities through Government channels 
and maintain a far closer control of other imports and of exports. Production 
and trade in many lines will be planned, commodity by commodity, in associa- 
tion with other Governments and possibly also foreign co:mercial interests. 
Thus a relatively stable structure will be built up which can be maintained 
without specifically discriminatory measures, even against the impact of an 
American slump. The Conservative approach restricts the planning of trade 
internationally to the tariff and quota — hence the bilateral trade treaty. 
In its nature it is precluded from seeking stability except nation by nation in a 
series of bilaterally balanced payments. Labour, on the contrary, can 
organize it commo ity ’ by com modity without regard to nationality, whether 
of exports or imports. On the other hand, it is impossible to procure each 
commodity from the most appropriate source, or to send each to the most 
appropriate market, without a multilateral financial system such as the 
3retton Woods scheme pro\ ides. 

[t is important to be clear that the Bretton Woods agreement says nothing 
about the use of quotas, import boards, bulk purchase arrangements—or for 
that matter export subsidies. It is true that the use of these techniques to 
direct trade on bilaterally balanced lines would be contrary to the underlying 
purpose of the agreement. Bu it ies is no reason why they should be used 
in this way, and the Labour Government will undoubtedly retain the right 
to apply them in accordance with its general economic policies. It is obvious 
that the U.S.S.R. would never agree to give up such techniques, and, indeed, 
to ask her or us to do so would be as reasonable as to demand that America 
should cease to run her overseas trade on private enterprise lines. 

As regards minor aspects of the agreement, some nervousness has been 
experienced at the obligation to determine at this early stage the par value of 
the pound sterling. But the agreement provides that it may be varied 
subsequently with the consent of the Fund authorities, and this consent must 
be given if the change is necessary to correct a fundamental disequilibrium, 
without regard to the domestic social or political policies of the member States. 
Further, account is to be taken of the need for flexibility in the transitional 
period. It is perfectly clear that, on this basis, we should be able to get any 
change in the par value of sterling which we could justifiably desire—all the 
more when it is considered that by withdrawing from the Fund at any time 
we could in effect break it up altogether. To object to subordinating a 
technical matter of this character to decision by an international body, on 
the terms specified in the Bretton Woods agreement, is to express complete 
scepticism as to the possibility of any sacrifice of the sovereign right of in- 
dependent national action, This is an attitude completely at variance with 
that which Labour has adopted in the past and will certainly adopt in the 
future. If we cannot deal with finance internationally, what hope have w 
of controlling the atomic bomb ? 
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Bank Deposits and the “Foreign Balance” 
By W. TT. C. King 


T is now well understood that during the war a large proportion of the 

total budget deficit has been, in effect, “ financed’ by the growth in 

Britain’s adverse balance of overseas payments. The counterpart of the 
large block of Government expenditure that has not required domestic finance 
is to be found, in the main, in the huge sterling resources now owned by 
Britain’s allies and associates. Does this mean that the continuing current 
overseas deficit in at least the early part of the transition period will corre- 
spondingly relieve any pressure on the banking system for the finance of 
domestic investment ? Does it also mean that. when the overseas deficit 
begins to decline, pressure on the banking system will increase and, if other 
factors are unchanged, bank deposits will tend to rise ? 

More particularly, how does this square with the conclusion reached in a 
recent article* that, given a cheap money policy, the movement of bank deposits 
is governed solely by the liquidity preferences of the public? In order to 
simplify a complex problem, that article considered the factors affecting 
bank deposits in a hypothetical national economy, and one of its hypotheses 
was that the balance of overseas payments was in equilibrium. Would 
different hypothesis invalidate the conclusion? Ought the formula to be 
expanded, on the argument that the movement of bank deposits depends 
partly upon the liquidity preferences of the public and partly on changes 
in the size of the overseas balance? To answer these questions requires a 
somewhat detailed analysis, but this is also worth while for the light it throws 
on the process involved. 

It may be noted at the outset that the volume of “ investment ”’ requiring 
finance is commonly stated as a net figure—that is, after deducting any 
overseas deficit, since this is “ disinvestment.’’ (‘ Investment ”’ in this sense 
might be defined as including the budget deficit, after crediting receipts from 
extra-budgetary funds other than the Exchange Account, plus spending by 
entrepreneurs, corporate or private, in excess of their current incomes, minus 
the amount of the overseas deficit.) But from the point of view of the effect 
on bank deposits, consideration simply of the net investment total is an over- 
simplification that can yield misleading results. From the banking point of 
view, it is better to regard the overseas deficit as normally providing a means 
of financing a corresponding amount of domestic investment. 

[f all other factors affecting the level of bank deposits are assumed to be 
“ neutral,’ the apparent effect of any increase in the overseas deficit would 
normally be to reduce the level of bank deposits. Ignoring, for the moment, 
the wider domestic repercussions of the increase in the deficit—its reper- 
cussions upon domestic investment and/or consumption—the obvious effect 
of the payments of the net sums due to persons overseas is to transfer existing 
bank de posits from domestic to overseas ownership—in practice, to the 





* Ser National Income and Bank Deposits’ by W. Manning Dacey in THE BANKER for 
May, 1945; and also “ The Future of Bank Deposits ’’ (by the present writer) in last month's 
issue. In this latter article, an attempt was made to apply Mr. Dacey’s original (and general) 


analysis to the conditions likely to obtain in the transition phase, without, however, discussing 
the implications of the probable reduction of the overseas deficit 
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monetary authorities of the creditor countries; but thereafter one of three 
possible operations cancels these overseas deposits, or the greater part of 
them. First, if the British authorities settle the indebtedness by sales of 
gold to the creditor countries, the deposits paid to their monetary authorities 
come momentarily into the hands of the British Treasury, but are then 
promptly extinguished because the Treasury uses them to redeem floating 
debt held directly or indirectly by the banking system—debt previously created 
to finance the Treasury’s gold holding. 

Alternatively, if the ste ling indebtedness is not so discharged, the overseas 
authorities may use the funds in one of two ways. They will either repay 
their own Government loans outstanding on the London market or will invest 
in British Government securities. If they take the former course, or buy 
existing British Government securities from British holders, the foreign deposits 
will be momentarily re-transferred to domestic ownership ; but as all other 
factors affecting deposits (including the liquidity needs of the public) are 
assumed to be neutral, the British sellers of the securities will want to re- 
invest the proceeds. As, by hypothesis, the demands for securities from the 
rest of the public at the prevailing level of interest rates will be just sufficient 
to absorb whatever new securities are being offered (otherwise the deposit- 
determining factors would not be neutral), these reinvestment demands will 
eventually be met by sales of securities either by the banks or by the Govern- 
ment broker (pe rmitting the Treasyry to re deem floating debt held by the 
banking system) against cancellation of an equivalent volume of bank deposits. 
Finally, if the creditor authorities (who would not normally wish to carry 
any significant part of their resources in the form of deposits) invest in ne wly 
issued Government securities (particularly “tap ”’ or tender Treasury bills, 
but also the longer-dated “‘ tap ”’ issues) the Treasury’s demands on the banking 
system for floating debt finance will be correspondingly reduced, and bank 
deposits, once again, will fall. 

By whatever method, therefore, an increase in the overseas deficit is 
financed, the impact effect of the actual transfer of sterling to persons overseas 
is to reduce deposits (save only to the limited extent that overseas monetary 
authorities themselves wish to hold deposits instead of less liquid assets). 
Hence a corresponding proportion of domestic investment can be financed 
through the banking system without producing any net increase in bank 
deposits. It is in this sense that the adverse balance of payments “‘ finances 
domestic investment. The most straightforward example of the process 
occurs when the Government, as now, has a large budget deficit and is itself 
buying overseas: if the authorities of the selling country at once invest 
their sterling receipts in ‘‘ tap ”’ bills (or other issues of Government securities), 
a portion of the: Government deficit (which at present comprises the bulk 
of current ‘‘ investment ’’) is financed automatically, and the amount requiring 
finance by the British public and the banking system is correspondingly 
reduced. 

Up to this point the argument may seem simply to have denied the truth 
of the original proposition that the level of deposits, under a cheap money 
régime, depends solely on the liquidity preferences of the public ; and to have 
justified the criticism that this formula is valid only if the overseas balance 
remains constant. But we have so far considered only the financial effects of 
changes in the overseas deficit as such, while ignoring the wider repercussions 
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that these changes may have upon the structure of domestic investment 
and/or consumption. Actually, whilst changes in the size of the overseas 
deficit produce, as has been shown, roughly equivalent movements in the 
level of bank deposits, these changes in the deficit are associated—sometimes 
as a cause and sometimes as an effect—with fundamental domestic processes 
which will have an opposite effect on bank deposits unless the liquidity pre- 
ference of the public alters. \n certain circumstances this ‘‘ opposite ’’ move- 
ment will exactly offset the initial movement ; but in those cases in which 
it affords only a partial set-off, the extent of the shortfall will be determined 
by pure ly domestic liquidity factors. This may most conveniently be demon- 
strated by examining the domestic implications of a reduction, instead of an 
increase, in the overseas deficit; but the argument applies in principle to 
movements in either dirction. 

Suppose, under conditions of full employment, that the overseas deficit 
is suddenly reduced either by a curtailment of imports or an increase in 
exports. The current supply of goods for domestic use will fall. Therefore, 
either domestic investment or domestic consumption must also fall. If 
domestic investment falls, the net demands on the banking system for its 
financing will fall too, and bank deposits will decline. But the cancellation 
of overseas indebtedness will have produced an increase in deposits (by the 
opposite process to that already considered) because the overseas monetary 
authoritie s will have had to turn securities into cash in order to finance the 
payments by their nationals to British exporters ; and, given the determina- 
tion of the Government to maintain cheap money, these sales of securities will 
have had to be financed through the banking system. On balance, deposits 
will be unchanged. Here it should pe rhaps be emphasized again that a re- 
duction in imports or increase in exports is “ investment becz uuse it reduces 
the adverse balance, which is overseas “‘ disinvestment.’’ Hence if a reduction 
in the adverse balance is achieved by a curtailment of domestic investment, 
total investment and consumption, and therefore the national income, all 
remain at the same levels as those current before the increase in exports 
(or decline in imports) took place. The change in the overseas balance in 
such circumstances could affect the level of bank deposits only if the altered 
distribution of domestic ineomes—the resultant reduction of incomes from the 
domestic ‘‘ reconstruction’ industries and the increase in those from the 
export industries—produced a change in the liquidity habits of the public. 

On the other hand, suppose (again under conditions of full employment) 
that, despite the reduction in the overseas deficit, domestic investment is 
maintained at its former level, so that ¢ofal investment (domestic plus over- 
seas) rises. Then consumption must fall, and the monetary counterpart of 
the consumption economies will accrue in the form of additional savings. If 
the public sought to place the whole of these new savings in securities, in 
preference to retaining them in cash, its demands would relieve the banking 
system of the securities taken up to neutralize the initial sales by the overseas 
monetary authorities. ih nce, once again, there would be a decline in bank 
deposits to offset the increase directly caused by the reduction in the over- 
seas deficit. Whether this happened in fact, or whether the decline were 
greater or less than the initial rise, would depe ‘nd solely on the liquidity 
preference of the public. Following the analysis explained in the original 
article, if the propensity to save were low, so that the additional investment 
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required a very large increase in the national income in order to generate 
the requisite additional savings—in other words, if the sav ings were generated 
by inflation—the public might be so anxious to rid itself ‘of its “ illiquid ” 
assets that its action, so far from offsetting the initial rise in deposits, would 
powerfully re-enforce it. But if the propensity to save were high, or if the 
savings were generated by rigorous physical controls and rationing, liquidity 
habits might be unaffected, and a part (though on this hypothesis, not the 
whole) of the additional savings would be held outside the banking system. 
To this extent, the net rise in deposits would be smaller than the amount of 
the reduction in the overseas deficit. 

There remains to examine the case of a reduction in the overseas deficit 
under conditions of under-employment. This resembles the case just con- 
sidered. Here, too, the level of domestic investment will be maintained, 
and the extra savings required to finance the overseas investment will be 
generated out of increased incomes. The only difference, from the monetary 
point of view, is that (provided the pre viously une mployed resources were 
sufficiently large) the increase in incomes would be a real increase, represented 
by an increased output of goods: consumption, so far from falling, might 
actually increase. Hence in this case there would be little risk of inflation, 
and less likelihood, therefore, that the whole process would produce really 
marked changes in the liquidity habits of the public. 

Four conclusions thus emerge from this analysis. First, if a change in the 
overseas balance is accompanied by an opposite change in the volume of 
domestic investment (so rag total investment is unaltered), the level of bank 
deposits can be affected only if there are resultant changes (which are unlikely 
to be large) in domestic liqi iidity habits. Secondly, if there is no offsetting 
change in domestic investment, a decline in the overseas deficit will indeed 
tend to produce a rise in deposits (and an expansion will tend to produce a 
fall), but the extent of the movement will in each case depend upon the 
domestic liquidity factor. Thirdly, it follows from these conclusions that 
the original proposition does need qualification in cases in which the overseas 
balance is not in equilibrium, but the qualification is not a major one. 
Fourthly, the case with which Britain is most likely to be confronted in the 
transition phase is precisely that in which changes in the foreign balance are 
least likely to affect the banking position. This is the case we considered 
first, in which new overseas investment is provided for by reduced domestic 
investment. During the transition phase, we may expect a condition of 
effective full employment : such unemployment as occurs during the phase 
of shortages will be unavoidable “ dislocation ’’ une mployme nt. At the same 
time, social and political forces will demand a minimum standard of con- 
sumption and a minimum rising progressively above its present level. This 


will set an overall limit to the volume of investment (subject to changes in 
productive efficiency). Hence, if we export more, we shall invest less at 
home. In the short run, the fact that we are exporting more will not raise 


the national income beyond what it would be if we exported less and borrowed 
more. Hence the fact that the deficit overseas will be shrinking will not of 
itself set in motion processes that might have important effects on liquidity 
habits. As a deposit-determinant in the transition period, the factor of the 
foreign balance may well be more or less neutral. 
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First Steps in Exchange Relaxation 


By Service Etranger 


HE easing of control shackles implied in the creation of ‘“‘ American 

Accounts ’’ and “ Swiss Accounts’ was what might be described as a 

prologue to the main work of exchange liberation. Those who have 
studied the Bretton Woods proposals will realize that we must wait for some 
months, perhaps for years, before a satisfactory world-pattern of exchange 
can be worked out. The steps already mentioned were too technical to make 
the headlines and the subsequent releasing measures will also find little place 
in any popular history of our time. Yet they are worth recording, because 
those who can understand their meaning and approve their tendency will, 
by understanding and approval, become better able to induce their fellows to 
support those measures that make for general reconciliation and harmony. 
This, indeed, is the ultimate justification for the whole gamut of “ dry” 
subjects, from mathematics to bio-chemistry. The bank official who has to 
wrestle with the innumerable day-to-day problems of his customers may find 
it difficult, at the end of a hard day, to stand sufficiently back from the picture 
to capture the essential outline ; but unless he is willing to make the ne cessary 
effort he will lose the significance of much of his working day—he will also 
much diminish the pleasure that each day can bring him. 

For these reasons, the F.E. notices (224 to 227) which came from the 
3ank of England on July 20 last deserve more than passing attention. If 
the widening of effective sterling by the creation of American Accounts was 
the prologue, the increase in the freedom of banks to deal in foreign exchanges 
may be called Chapter One of the book devoted to post-war liberation—assum- 
ing that such a volume will be written by a Socialist Government. F.E. 224 
makes a good start by lifting the absolute prohibition on new sterling loans 
and overdrafts to non-residents. It does no more, however, than raise the 
sluice gates an inch or two, so there will be no flood of new advances. The 
3ank of England's permission will still be required before one of our banks 
can lend so much as five pounds to anybody residing outside the sterling 
area, and the application (in writing) will have to show (a) the amount it is 
proposed to advance; ()) the purpose; (c) the nature of the security and 
(d) the proposed arrangements for repayment. Section 3 of the notice states 
that, ordinarily, repayment of all existing and new advances must be effected 
in sterling from a type of account appropriate to the borrower’s country of 
residence—a U.S.A. resident, for example, would have to repay with the pounds 
permissible to an American Account. 

It is safe to assume that few loans and overdrafts will be granted in the 


near future as a result of this notice, but it is satisfactory that the possibility 
of genuine trade advances to non-residents should be born again. The 
commercial banks will doubtless watch with interest the reception accorded 


by the Bank of England to the first requests. Of more immediate interest 
; : 


i 
is F.E. 225, which cancels a whole string of former F.E. notices and appoints 


in List I a host of i Iditional authorized banks. These banks will be permitted 
to deal in all fo mn currencies, approve the necessary Forms E, open blocked 
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sterling accounts and do all the other things arising out of this new freedom 
to deal. Hitherto, permission “ to deal in all foreign currencies’ has been 
a wartime monopoly of the clearing banks, so that every time an Australian 
bank, for example, wanted to buy a few dollars it had to make the purchase 
indirectly and with all the waste of time and manpower inherent in round- 
about methods. 

List 2 gives the names of various foreign banks whose London offices will 
be permitted to deal in the currencies of the countries in which their main 
offices lie. Thus, the Swiss Bank Corporation, for instance, may now act as 
a principal where Swiss francs are in question and the Banco de Bilbao may 
deal in pesetas. As far as some of those on the list are concerned, the notice 
leaves the existing position unchanged ; for others, the permission is of little 
present importantce, since there are few or no dealings in their home country 
currency ; but the age ffect is one of easing up, and so to be welcomed. 

The officials of the clearing banks would not be human were they to refrain 
from calculating the tees of profit they are bound to suffer by this abrogation 
of their dealing monopoly. A dealer’s wartime commission of one-thirty- 
second is narrow enough, but the gross earnings have been far from negligible 
and the business has been welcome if only because it kept a big bank in touch 
with a large number of old friends. Yet everybody in the foreign exchange 
market will admit the rightness of this change and hope that it is the precursor 
of other relaxations. If the “ clearers’’ have a complaint it is that the 
monopoly was none of their seeking, and that it went hand in hand with the 
ban on the free exchange market ; now, they are left with the ban only. 

F.E. 226 consolidates and amends the procedure for approving bankers’ 
credits and guarantees. Under its terms, “ authorised banks ’’ may them- 
selves approve a wide range of applications in respect of documentary credits 

relating to trade within the sterling area, instead of having to send the Forms E 
to be sanctioned by the Bank of England. The prior approval of the central 
institution must still be obtained for the giving of caninennes the implementing 
of which would involve a payment of sterling to a non-resident or payment 
in the currency of a country eng the sterling area ; but certain guarantees 
need no longer be registered with the Bank of England, among them being 
the numerous undertakings in mateo of missing documents. 

F.E. 227 « eases the regulations governing the issue of travellers’ cheques 
and letters of credit, and it follows similar lines to F.E. 226 in tha it a sharp 
distinction is prc between facilities available within the sterling area and 
those available outside it. The first category may be aides wl ithout seeking 
permission from the Control, with the sole proviso that travellers’ cheques 
and similar facilities available within the sterl‘ng area can be made available 
to non-residents against payment in foreign currency only when authority is 
given to purchase such foreign currency against the credit of sterling to a 
non-resident account—as, for instance, against U.S. dollars purchased for 
sterling which will be credited to an American Account. 

The machinery for giving similar facilities available outside the sterling 
area is more complicated. If a resident of the sterling area wants travellers’ 
cheques, for instance, available in some non-sterling-area country, an ap- 
propriate form must be filled up but can be approved by one of the numerous 
authorized banks. The forms must then be passed forward to the Bank of 
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England for central recording. Non-residents of the sterling area who 
apply for similar instruments can have them, provided they are payable in 
the territory or territories to which the type of the non-resident’s account 
applies. This facility does not seem likely to be widely used. 

It would be easy to exaggerate the extent of these concessions, each one 
of which amounts to very little. Their cumulative effect, however, and the 
definite liberating twist given to the control screw are important. What we 
need now is further doses of simplification and a speeding up of the Control's 
‘ second level ’’ decisions, so that the yoke of authority shall gall the shoulders 
of applicants as little as possible. The public has exhibited remarkable 
restraint and discipline, but they have consented to these burdens in order 
to win freedom, and with the defeat of Japan any Government will be wise 
to take pains to see that form-filling is reduced to a minimum and that clear 
explanations are given of even that small portion. A vested interest in 
authorizing this, that, and the other has grown up, and like all vested interests 
it will know of a hundred good reasons why it should be left in possession. 
The expert is tending more and more to become the judge in his own cause, 
and it is, in practice, very difficult to secure skilled and impartial arbitrament ; 
over exchange restriction, however, it might not be a bad thing to formalize 
the powers of the Foreign Exchange Committee, so that it can do not only 
what it does now—make occasional comments and, if necessary, mildly suggest 
that the official plans are unworkable—but also fulfil the kind of function 
carried out by a Select Committee of the House of Commons when it examines 
expenditure. It would be no bad thing if the after-care work devoted to the 
public spending of our money were to serve as a model for a little pre-care 
work devoted to the framing of our exchange regulations. 


The Cigarette Standard 
By Paul Einzig 


NE of the peculiar results of the war has been the adoption of various 
Q) e002! as monetary units on the Continent. There is nothing new in 

this. Whenever, in the past, confidence in metallic or paper currencies 
became undermined through debasement or inflation, there was a tendency 
towards reverting to barter. And whenever an advanced community reverted 
to such a primitive method of trading, it did not take long before some common 
medium of exchange developed. One of the favourite articles of barter, 
which was the most readily acceptable came to fulfil to a limited degree the 
functions of money. Possibly several such articles assumed such functions ; 
but usually there was one of them that overshadowed the rest. 

After the war of 1914-18, during the period of advanced inflation in Central 
Europe, it was mostly "~ that assumed the role of a medium of exchange, 
and even more that of a standard of value. In Germany, rye became the 
standard for deferred ia ments, in terms of which future obligations were 
expressed. In fact, the Roggenrenten-Bank, which issued oblig ations based 
on rye, was the first fixed point in the currency chaos, around which a certain 
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degree of stability was achieved. There were, however, many other com- 
modities which were used as common denominators to facilitate barter or 
to secure claims against depreciation, and their very multiplicity prevented 
any one of them from being regarded as a currency proper. 

During the war of 1939- 45, on the other hand, there developed on the 
Continent a primitive currency system that assumed all the main functions 
of a modern currency system. It may conveniently be described as the 

cigarette standard.” It is true, there were other commodities besides 
cigarettes that became media of exchange in various parts of Europe. In 
France and Germany coffee was used for that purpose. In Greece the popula- 
tion adopted olive oil and wheat as its unit of account during the period of 
advanced inflation. But in most liberated or occupied countries the cigarette 
became a very widely used monetary unit. While in the First World War 
it played no monetary part, in the Second World War it easily overshadowed 
every other money-substitute. Indeed, in most countries the cigarette was 
the only unit sufficiently widely accepte d to justify its description as a primitive 
currency. 

The explanation of the difference between the practice in the two World 
Wars lies in the increase of the smoking habit. In 1918 the number of woman 
smokers was relatively few. By 1945, most women, like most men, have 
acquired the habit. The long spells of stress alternating with long spells 
of inactivity that characterized the Second World War induced those engaged 
in the Services or in Civil Defence to smoke a great deal. As a result, the 
demand for cigarettes was in most places in excess of the supply, and it became 
easy for possessors of cigarettes to unload any quantities they did not them- 
sélves intend to consume. Cigarettes became generally acceptable, for even 
those who did not smoke could easily. find others willing and eager to acquire 
them. 

The first communities which adopted the cigarette standard were internees 
and prisoners of war in Germany and German-controlled countries. From 
all accounts it appeared that in such camps a regular traffic developed in 
cigarettes. If anyone had anything for sale he was willing to accept cigarettes 
in payment. For services rendered the payment was in the form of cigarettes. 
It is true, often direct barter was resorted to. Even then, however, the 
cigarette unit was used as a common denominator to facilitate the trans- 
action. And if one object was more valuable than the other received in 
exchange, the difference was settled in the form of cigarettes. Anyone wanting 
to acquire a coveted object had to save up for it by accumulating the required 
number of cigarettes. Or even if he had no definite object in mind it was 
advisable to accumulate a “ cash reserve’ in the form of a good supply of 
cigarettes, in case there should arise some unforeseen requirement or oppor- 
tunity. Cigarettes became a widely adopted form of store of wealth. At 
the same time they also served as a standard for de ferred payments. Owing 
to the regularity of the arrival of cigarettes in parcels—in addition to the 
meagre camp rations——it was possible to anticipate the forthcoming supplies, 
and debts were contracted in cigarettes. 

Finally, cigarettes were the favourite means for unilateral payments. 
Camp guards were bribed with the aid of cigarettes in order to secure various 
favours. In one word, cigarettes were usable for every purpose for which 
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normally money is used. 

After the Allied landing in Sicily and Southern Italy, packets of Army 
ration cigarettes came to be adopted as the currency in the place of the lira, 
which, besides having depreciated, was hardly accepted in payment for land 
products. Itinerant merchants visited military camps with a barrowful of 
eggs, fruit, etc., and they left the camp with a bagful of cigarettes. They 
did not acquire such quantities for their own consumption. These cigarettes 
were their working capital, which was used for the replenishment of their 
stock-in-trade—at a considerable profit. 

In liberated France, too, cigarettes became the favourite means of payment. 
At the exchange rate of 200 francs to the pound, prices were simply pro- 
hibitive for the troops. But if they were prepared to part with their cigarettes 
they were able to obtain almost everything available, at reason< shhe prices. 
Troops had the same experience in Belgium and Holland. Nor was the 
traffic confined to dealings between troops and civilians. Trade between 
civilians, too, was also often transacted on the basis of payment in cigarettes. 

Last, but by no means least, the cigarette standard c came to be ‘adopted 
in occupied Germany. The Reichsmark underwent a sharp depreciation, 
and prices of everything, except official rations, have risen to a very high 
level. What is worse, goods are almost impossible to obtain against payment 
in Reichsmarks and in Allied military marks even at the fantastic prices 
quoted. On the other hand, such meagre supplies as are available are readily 
sold against payment in cigarettes. Barter among the Germans themselves 
is transacted largely on the basis of values expressed in cigarettes. The volume 
of cigarettes is not sufficiently large to enable the civilian population to use 
them as a universal medium of exchange. But cigarettes are used as a stable 
monetary unit in terms of which prices are quoted. Just as in Ancient Egypt 
copper served generally as a unit of account to facilitate barter, and only 
exceptionally as an actual medium of exchange, so in present-day Germany 
cigarettes are largely used as a unit of account only. 

Cigarettes have many of the characteristics that an object is required to 
have in order to be usable as money. They are comparatively uniform in 
quality ; they can fairly easily be transported ; they are easily recognizable 
and difficult to forge ; the packets can be sub-divided without loss of value ; 
they are relatively durable, and the reserve can be turned over to avoid 
deterioration ; and they are generally acceptable. It is for these reasons 
that the cigarette standard has developed spontaneously, without any official 
aid or encouragement. 

[It is well worth considering whether it would be advisable for the authorities 
in various countries where the cigarette standard has developed to take an 
interest in the system and to make use of it as a means for solving their 
menetary difficulties. Since the system exists it might serve a useful purpose 
if it were subject to official regulations. Also it might provide a starting 
point for a stabilization scheme, just as the rye-unit did in Germany 
after the First World War. In any case, the system should be studied with 
care, even as a matter of academic interest. 
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Reconstruction in Northern Ireland 


By Senator Major The Rt. Hon. Sir Roland 
Nugent, D.L. 


(Minister of Commerce, Government of Northern Ireland) 
NY examination of the problem of reconstruction in Northern Ireland 
A reauives that two points should be kept clearly in mind. The first is 
that Northern Ireland is part of the United Kingdom. This may sound 
a truism, but it is surprising how many people are still under a misapprehension 
about it, how many people still imagine that there is a Customs frontier 
between Britain and Northern Ireland. The second point derives from the 
first. Northern Ireland being part of the United Kingdom implies that her 
reconstruction problem is bound up with that of Great Britain. Our taxation 
is your taxation; our Customs duties are your Customs duties. We are 
bound by, and benefit from, the commercial treaties made by His Majesty’s 
Government with foreign powers. In a word, our reconstruction problem 
is conditioned to a large extent by the commercial and fiscal policy of 
H.M. Government in the United Kingdom and thus contains elements over 
which the Government of Northern Ireland can exert but a limited contrcl. 
When war came upon us, and particularly in the grim days when Britain 
stood alone and at bay, Northern Ireland turned herself into an arsenal. 
Every field of local industry was invaded for manpower and premises; the 
resources of practically every industrial undertaking in the country were 
harnessed in some way or another to the chariot of war. The same sort of 
thing has happened, of course, in certain areas of Britain, but nowhere can 
there have been a more profound upheaval of the whole industrial structure 
than there has been in Northern Ireland. The road back is not going to be 
either a smooth or an easy one, nor is it going to lead, I trust, to a renewal of 
the conditions which obtained in the inter-war period. As much as any 
part of the Kingdom, as much as any Development Area, Northern Ireland 
— lires a greater diversification of industry. In the years between the wars 
e learnt a grim and bitter lesson about the efiects, in a period of trade depres- 
sion, of reliance upon two main industries, linen and shipbuilding, both of 
which might be, and were in point of fact, simultaneously affected. We 
have got, then, not only to get our established industries back to their normal 
activities, but we have also got to secure some measure of diversification. 
1 as we are at the end of the branch, this is going 
to be a more diificult task than it is in comparable areas in Great Britain, 
and that reason we are prepared to go to the utmost practicable limits 
in encouraging sound industrial undertakings to establish themselves in 
our midst. I am glad to be able to say that the outlook is not without 
promise, as a number of first-class firms have already notified my Ministry 
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of their intention of settling down in Northern Ireland on a permanent 
basis. Some of them have been here throughout the war and the main 
reason why they wish to stay here is because they are unwilling to 
relinquish the excellent labour force which they have been able to recruit 
and train whilst they have been on munitions work. One of the greatest 
sources of encouragement to us in facing up to the problem of reconstruction 
in Northern Ireland is this innate capacity and adaptability of local labour. 
In 1939, the linen industry « mploye d about one-quarter of the industrial 
population of Northern Ireland. Before the first World War, production 
had reached 200 million yards per annum, or about 80 per cent. of the entire 
linen production in the United Kingdom. Of this production about three- 
fifths was exported. During the inter-war period, however, with the creation 
of new political frontiers and higher and higher tariff walls, this trade 
languished and production during the inter-war years ——_ to little mor 
than one-third of what it had been before World War No. 1. We are unlikely 
ever again to see the linen industry in the same shape and “ the same stature 
which it attained during the first decade of this century. A new form of 
industry has risen from the old. Old characteristics are still there and will 
remain, but rayon has also come to Northern Ireland and, in my view, has 
come to stay. The problem of blending the two materials, flax and rayon 
fibre, is by no means insoluble, and much active research work has been, and 
still is, going on. In the meantime, a great deal of very beautiful cloth in 
an infinite variety of forms and shades has been produced and we seem to be 
well on the way to securing within the linen industry itself a diversification 
which should add immeasurably to the strength of the industrial position. 
Ship ybuildi 1g did not change its essential characteristics during the war. 
It was merely inflated far beyond its natural and normal capacity. Ths 
problem here, accordingly, is not so much one of reconversion as one of re- 
ee Such is the programme of merchant shipbuilding and repair 
which lies ahead now that thx Seeds are finally disposed of, that I believe 
that this process of adjustment may take place smoothly enough, workers 
displaced finding new employment in the housing and other industries. For 


the rest, Northern Ireland’s industries, apart from linen and shipbuilding, 
are themselves merely facets of great British industries. Their reconstruction 


ken by the parent industries in Britain. 

If problems of re-conversion lie ahead in the field of industry proper they 
are none the less great, although this may not be generally realized, in the 
field of agriculture, which plays so important a part in the economic 
tructure of Northern Ireland. The present situation is reviewed in 
sreater detail by the Minister of Agriculture in a subsequent article. Both 
in relation to the number of pe pl employed and the value of the output, 
agriculture is the largest industry in Northern Ireland. The exigencies of 
war resulted in a — te re-orientation of agriculture in Northern Ireland. 


must largely follow the course tz 


Prior to 1939, Ulster agriculture was predominantly devoted to the production 
of livestock and liv: oe products. As in other parts of the United Kingdom, 


tillage farming had been declining for many years and the ploughed area in 
1939 was only 470,828 acres contrasted with 856,719 in I918; 637,681 in 
1914 and 1,117,298 in 1861, the highest area under the plough ever recorded. 


Che years be 


ore the present war, however, saw a substantial increase in 
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livestock production, particularly pigs and poultry, and Ulster farmers, with 
the aid of imported feeding stuffs to supplement the produce of their own 
farms, had become famous for egg and bacon production. 

With the advent of war in 1939, a totally different set of circumstances 
arose. The flow of imported food from overseas was interrupted and also 
the flow of imported feeding stuffs for animals. Ulster farmers were called 
upon to effect a great expansion in the ploughed area which was increased 
to 850,720 acres.in 1943—or by 80 per cent. above the pre-war level. A large 
part of this increased production had to go to crops for direct human or in- 
dustrial consumption and Ulster had to sacrifice the profitable bacon trade 
which had been built up in the years before 1939. The pig population declined 
again from 627,000 to 237,000. Fortunately, it was possible to retain and 
increase the poultry population, but the changes in the organization of Ulster 
agriculture necessitated by the war are apparent from the figures quoted. 
With the advent of increased quantities of feeding stuffs, farmers in Ulster 
are, however, again looking forward to reviving livestock production, par- 
ticularly of pigs, in the post-war period. 

Such, in the briefest possible compass, is an indication of the problems 
of re-conversion which lie ahead of us in Northern Ireland. As I said at the 
outset, the whole of this problem is conditioned by our unity with Britain. 
We are driving along precisely the same road, driving if you will in a slightly 
different make of car, but with the same purpose and the same destination. 
Our fortunes are inevitably and inextricably intertwined with those of the 
Kingdom as a whole, and we are well content that this should be so. 


The Linen Industry of Northern 


Ireland 
By G. A. E. Roberts 


Secretary of the Flax Spinners’ Association, the Irish Linen Merchants’ 
Association, etc.) 
. is now practically six years since the war needs of the Allies required 
the linen industry of Northern Ireland to cease—practically overnight 
its normal function of supplying the needs of the civil populations at home 
and throughout the world and to concentrate its machinery and the efforts 
of its workers on the production of first priority goods for the war effort. 

It might appear, at first glance, that linen goods could play very little more 
than a minor part in the gigantic struggle, but a review of the articles pro- 
duced during the war period indicates the importance of the industry’s 
efforts. These articles included such items for the actual “ firing line ”’ as 
aeroplane fabric, flying suits, parachute harness, sailcloth, gun covers, and 
tretchers. Less spectacular but none the less in the front line was linen sewing 
turead for service footwear. The fire service which endured the burden of 


the “ blitz’’ was equipped with linen hosepipes. 


\ll the machinery of the trade was not suitable for war production, but as 
it was impossible, owing to the acute shortage of raw material, to allocate 
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flax for the ordinary civilian trade, the machinery unsuitable for the pro- 
duction of war goods had to close down. The remaining machinery was 
required to use as raw material a flax that was, in many cases, vastly inferior 
to the flax normally consumed, and the goods to be produce .d were, of course, 
f types not met with 1 the ordinary course of trading. Nevertheless, the 
linen trade “‘ got down to ait ” to such good purpose that in the first five years 
f the war approximately 500 million yards of cloth for Government require- 
ments were produced in Northern Ireland. 

Prior to the war, the sowing of flax in Northern Ireland had dropped to 
about 10,000 acres, but the invasion of Belgium in 1940, which cut off a sub- 
stantial portion of the industry’s normal supplies of imported flax, made a 
large acreage in Northern Ireland of prime importance. Thanks to the co- 
yperation of farmers in Northern Ireland, the pre-war acreage of 10,000 was 


raised in a few years to 120,000 acres. 


Loss of Normal Export Trade 

It is obvious that the complete changeover from peace to war was not 
accomplished without the sacrifice of export markets that had been carefully 
built up over many years of intensive effort. Luckily, the stocks of cloth 
which were held at the outbreak of war permitted the export section of the 
industry to maintain a trickle of trade overseas, although a very thin trickle, 
1s will be seen from the figures which follow. In the year 1938, the total 
exports of linen piece goods from the United Kingdom to all export markets 
amounted to 52 million square yards. In the year 1943, the figure of 52 
had shrunk to 10} millions and in 1944 to 6 millions. An examina- 


oa 
millions h 
tion of individual export markets shows that the 1938 shipments of linen 


piece goods to U.S.A. amounted to 13 million square yards, and that in 1943 
his figure had been reduced to 3} million ey ire yards, with a further reduction 
in 1944 to 1} millions. For Australia, the figures are 6} million square yards 

1938, I million in 1943 and about 2 millions in 1944. Other export markets 

re similarly reduced. 

Canada, an important market for Irish linens, normally imported about 
1 million square yards of linen rt g ‘snl from the United Kingdom annuall ly. 
[n 1943, the figure had fallen to something short of 2 million square yards 
and 1944 showed a reduction to 936,000 square yards. When we group 


the British Empire countries overseas with the U.S.A., we find that of the total 


linen piece goods exports from the United Kingdom in 1938 of 52 million 
square yards, this group of markets absorbed 32 million square yards 

ipproximat ly 60 per cent. In 1943, the group absorbed 7 million square 
yards out of a total of 10} million square yards exported. In 1944, the 


group’s imports had dropped to 3} million square yards and the total had 


lropp d to 6 niilion square yards. 


Linen Goods for United Kingdom 


During the early vears of the war, the distribution of the stocks of home 
trade cloth held by the linen trade at the outbreak of hostilities was rationed 
by the Board of a and linen merchants were only permitted to deliver 
in each period a proportion of the deliveries made in a corresponding pre-war 
1 riod. Subs vn, cali, the Board’s programme of utility goods for the home 


trade included goods of classes normally supplied to the United Kingdom by 
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the linen industry of Northern Ireland, e.g. towels, sheets and pillow cases, 
tailors’ interlinings, dress goods and handkerchiefs. Owing to the continuing 
shortage of flax, the early utility household goods had to be produced in 
cottpn and the dress goods in rayon, but it is very satisfactory to record that 
allocations of flax have now been made for utility household goods and dress 
goods of linen. The towel trade in the United Kingdom has been practically 


frozen, since 1942, by the inclusion of towels in the coupon rationing scheme. 


Future of Export Trade 

During the past year, token allocations of flax have been released by the 
Board of Trade for the cloth export trade to certain markets and have been 
gratefully accepted by the trade as an earnest of better things to come. Un- 
fortunately, the qualities of flax available are not suitable for the finer types 
of linen export, and Government demands still require a large part of the 
machinery in the trade. These two factors combine to restrict exports to a 
very small effort, but at least the trade is now in a position to renew former 
contacts with-countries overseas. 

The freeing of Belgium by the Allies has opened up a most important 
source of supply of raw material and many rumours are prevalent on the 
subject of the amount of flax that may be expected from Belgium in the 
near future. All these rumours are guesswork and cannot be relied upon, 
but at least Courtrai flax is once more within sight. That means a lot to the 
spinners and manufacturers of fine linen yarns and cloth in this area. It 
is generally stated that transportation—or rather the lack of it in Belgium 
will militate against supplies being available in any quantity for some time. 


Organization of Linen Industry 


Each branch of the industry in Northern Ireland is very compactly 
organized in the form of associations of employers and in addition each 
organized branch is represented on a Joint Committee which speaks for the 
trade as a whole in matters of general policy. The flax spinning branch of 
the industry is re presente -d by the Flax Spinners’ Association, Ltd., in which 
all the employers in the spinning branch are enrolled. The weaving section 
is similarly represented by the Irish Power Loom Manufacturers’ Association, 
while the Irish Linen Merchants’ Association includes in me mbership all 
the leading warehouses in which the cloth produced in the looms is cut up 
and sewn into the hundred and one articles which are familiar to every house- 
hold. Co-operative linen research and co-operative propaganda for linen have 
been conducted by the industry for many years, and it is the declared in- 
tention to intensify work in these two spheres as a matter of post-war policy. 


War Taxation and Post-War Finance 

In January 1943, the Prime Minister of Northern Ireland appointed 
Committee to consider the problems with which the linen industry of Northern 
Ireland is likely to be faced in the post-war period and to advise as to the 
measures which could best be taken to ensure the maintenance and develo \p- 
ment of the industry in future years, 

The Committee issued a very comprehensive report from which the following 
is extracted : 

“It is believed that the Linen Industry has suffered more severely 
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than some others on account of high taxation. Generally speaking, 
profits in the industry in the years adopted as standard for purposes 
of Excess Profits Tax were comparatively low and the possibility during 
the war years of accumulating reserves for modernization of plant or 
provision of working capital has been correspondingly restricted 
‘ A proportion of the trade’s productive machinery has been destroyed 
by enemy action. The basis of indemnity is 1938/1939 values. It is 
certain, however, that the eventual cost of replacement will be much 
higher than pre-war. 
l 


‘Similar c sal erations apply in respect of plant and machinery 
which, though at present available for use, will after the war require 
to be replaced by reason either of wear and tear or obsolescence. Where 


the superseded machine is replaced by one of exactly similar type, the 


inflationary gap between -_ — of the old and new machines will 


gaj 
require to be b aie d. Where the new machine incorporates an element 
of technical improvement the price disparity will be still more marked. 
lo meet the situation thus described we submit for consideration 
the following suggestions: (a) The proposed refund of 20 per cent. of 
excess Profits Tax to be a definite post-war credit free of any deduction 


for Income Tax. (b) The provision of credit facilities to the Linen 
Industrv in the form of loans at low rates of interest to be advanced or 
guaranteed by the Government in approved cases for modernization, 
improvement or development of plant and machinery. 
No one familiar with the internal economy of the linen trade will question 
the wisdom of these recommendations. 
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Agriculture in Northern Ireland 
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By The Rev. The Right Hon. Robert Moore, M.P. 
« _— 
(Minister of Agriculture) 
HEN last I had the privilege of iii an article for THE BANKER 
in 1943 I endeavoured to tell something of the contribution which our 
Northern Ireland farmers were making to the building up of the food 
reserves which not only ensured the safety and well-being of our people at 
home, but enabled us to release the vast amount of shipping without which 
1)"’ Day and the subsequent build-up for final victory would not have been 


possible. At that time the publication of production statistics was still 
torbidden, and so of necessity the sige at some places was incomplete and 
at others deliberately obscured. Now the ban has been removed, but, un- 


fortunately, paper restrictions still militate against the telling of the full story. 


Ss 


I stated in 1943 that the area under cultivation in Northern Ireland showed 
an increase of 78.5 per cent. over 1939. As a matter of fact, 1943 was our 
peak year so far as tillage was concerned, and it can be said with truth that 


the figures for the successive years from 1939 epitomize with the splendour 


of the response made by our agricultural community to call for more and 
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till more home produced food. In 1939, the area ploughed in Northern 
[reland was 470,828 acres ; in 1940, it was 659,903 acres; in 1941, something like 


another 140,000 acres came under the plough, leaving the total at 797,690; in 


1942, the figure was stepped up to 827,819 acres; and in 1943, as I have 
said, the peak was reached at 850,730 acres. In 1944 we had to make pro- 
vision, similar to that made in Great Britain, for the large area of marginal 
land, that is land that was not in such a state of fertility as to make cropping 
an economic proposition. The tillage quota was reduced to 30 per cent. in 
County Fermanagh and certain of the clay land districts of South Antrim. 
[his concession naturally was reflected in the area ploughed, which fell to 
840,146 acres, and it is still further reflected by the June Agricultural Returns 
for the present year, which provisionally show the area ploughed to be 
75,725 acres. 

Vith the coming of victory in Europe, I know that many of our farmers 
have been hoping for some relaxation of their obligations in the matter of 
tillage. Whether it will be possible to fulfil those hopes during the coming 
year, or in what direction it may be possible to ease the burden, it is as 
yet too early to say. It is no secret that serious inroads have had to be 
made on the food reserves built up in these Islands during the war years to 
meet in some measure the immediate needs of st irving Europe. The prospect 
that the coming of peace on the Continent would bring a world food shortage 
more serious than anything yet experienced has been more than amply fulfilled. 
The maximum possible home production of food of all descriptions is still 
the nation’s number one priority. But changiag pes have enabled 
is to vary the emphasis on the classes of food most urgently required. 

Today the call is for more milk, meat, eggs, bacon and potatoes. It isa 
demand which has been welcomed as fitting in more conveniently with our 
normal farming activities, not to mention our climate, in Northern Ireland. 
But the very nature of the demand itself renders all the more imperative 
the maintenance of our tillage area at the highest possible figure consonant 
with safety, that is, with the maintenance of our land in good heart and 
fertility. One of the most remarkable aspects of the Ulster farmers’ achieve- 

vent lies in the fact that, despite the tremendous increase in the land under 
tillage and the inevitable reduction in the area of grassland available, the 
total number of cattle has not only been maintained but has increased from 
753,000 in 1939 to 919,000 this year, which more than offsets a reduction in 
the number of sheep from 895,000 to 654,000 this year. This has been 
possible because in Northern Ireland we did not direct the farmer as to the 
particular crops he should plant or the particular fields he should plough. 
We merely stipulated that a certain percentage of the arable land on every 
holding should be cultivated, and then left the choice of crop to the man best 
able to judge what should be sown. The results year by year, in my view, 
have justified this method. 

Some idea of the value of the fat stock industry to Northern Ireland may 
gleaned from the fact that since 1940 the Minis stry of Agriculture, acting 
as agent for the Ministry of Food, has purchased over 1,164,000 fat cattle 
to the value of some {29,207,000 and over 1,881,000 fat sheep to the value 
of £5,024,000, or in other words a total cash payment to producers of around 
£34,231,000. After meeting our own rationing requirements and the needs 
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of those British and Allied forces who from time to time have found them- 
selves in Northern Ireland, all surplus fat stock is shipped to Great Britain, 
there to become part of the great national pool. Under this system, 440,600 
fat cattle worth £12,302,000 and over half a million fat sheep costing 

{1,247,000 have been shipped across the Channel. 

“ome in the matter of milk production has been even more remark- 
able. Before the war, the total yearly sales of milk off farms in Northern 
Ireland were somewhere in the region of 40,000,000 gallons, of which rather 
less than 15,000,000 gallons were consumed as liquid milk. In 1944, the 
production had risen to something like 60,000,000 gallons, of which 35,000,000 
went for liquid consumption, not to mention 3,300,000 gallons shipped to 
Scotland during the winter period. Our reorganization scheme described 
in my previous article has advanced a stage further, and we are at presen 
engaged on an extensive scheme of byre and dairy improvement throughout 
the Province. I am glad to be in a position to say that our farmers generally 
are co-operating readily in this further forward step, because they realize 
that the increased demand from the consuming public can only be properly 
met by a steady supply of clean, wholesome milk produced under the most 
hygienic conditions. 

But there is another side to the picture, and one which affects the Northern 
Ireland farmer almost as vitally. As a result of the shortage of feeding 
stuffs, the number of pigs in the country progressively decreased from 627,000 
in 1939 to 237,000 in 1944. In view of the important part which the rearing 
and fattening of pigs has hitherto played in our agricultural economy, this 
decline could not but cause the Ministry the very gravest concern. Under 
our Agricultural Marketing Act of 1933 the entire pig industry was placed on 
an organized basis. The Pigs Marketing Board and the Pig Industry Council 
were brought into being ; up-to-date factories were established to meet the 
demand from the Great Britain market for Wiltshire cure. 

The steady growth of the industry may best be illustrated by the following 


figures : 
1933 ae ee ee 270,505 1037 — pee 7 570,058 
1934 os os ee 380, 345 1935 oe se os 561,499 
1935 , ne a4 457,878 1939 Pa es - 627,125 
1936 ee ee oe 521,255 


During these years, the number of pigs marketed for curing purposes rose 
from an average of 345,600 to 777,600, while in addition from 1935 to 1939 
we shipped on an average 113,000 live pigs to Great Britain each year. | 
have quoted these figures to show the importance of the industry and to enable 
my readers to understand why we in the Ministry of Agriculture regard the 
restoration of our pig population as one of the most important of all the 
problems confronting us at the moment. In tackling this task we are not 
merely actuated by the purely selfish motive of enabling our curers to re- 
establish the Northern Ireland product in the high position it held on the 
British market in pre-war days. We will also be serving the dual purpos¢ 
of securing a more or less immediate increase in the production of food 
our farms, and so hope to make a not unimportant contribution to the solution 
he present difficult food situation, while at the same time providing out 
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farmers with a means of restoring, to some extent at any rate, the fertility 
of which our soil may have been depleted in wartime. In order to enable 
our farmers and pig breeders to respond the more quickly to our call for more 
pigs, increased feeding stuffs rations have been made available. The Agri- 
cultural returns for June of this year show the number of pigs at 249,004, 
so that we may reasonably hope that the tide has turned. 

During the past few years, there has been a remarkable increase in the 
production of high quality certified seed potatoes in Northern Ireland. The 
sales to Great Britain or overseas countries in the season just ended were 
60,000 tons, representing a cash value of approximately £500,000. In the 
1939-40 season, 18,000 tons valued at £100,000 were shipped. English planters 
in particular express their appreciation of the high standard of Northern 
Ireland seed. This high standard is due partly to climatic conditions in 
Northern Ireland and partly to the rigorous system of inspection prior to 
shipment. There would appear to be a promising future for Northern Ireland 
seed potatoes for the English market, and I need hardly say that it is the 
definite policy of my Ministry t@ encourage this growing enterprise to the full. 
During the past season our seed potations have gone out to South and North 
Africa, Malta, Egypt, Spain, the Canaries and various Mediterranean countries, 
whilst they have also been shipped to assist in the rehabilitation of agriculture 
in Greece, Yugoslavia, Italy and France. The total quantity of seed exported 
to overseas destinations during the season just ended was in the region of 
24,000 tons. 

On that optimistic note I may well end this article. During the war 
years, our Northern Ireland farmers have shouldered heavy burdens uncom- 
plainingly, often in the face of tremendous difficulties. With all branches 
of the Ministry they worked as a team with the one great object in view of 
ensuring that the people of the United Kingdom secured the standard of 
nutrition and comfort which has enabled them to come through in such fine 
fettle. I am confident that in the years that lie ahead our farmers will face 
up to the new problems in the same great spirit, and that it will not be their 
fault if our comparatively small area of Northern Ireland does not remain 
in the forefront of British agricultural development. 
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Shipbuilding in Northern Ireland 


By Lieut-Commander John E. Sayers, R.N.V.R. 


O single industrial establishment in the United Kingdom is likely to 

have made a weightier or more prolific contribution to the war effort 

than the Belfast shipyards of Harland and Wolff. Employing over 
30,000 men, they were responsible for the production up to the end of 1944 
of over 100 warships and 50 merchant vessels of 434,335 gross tons besides 
the carrying out of a very large amount of ship repairs and the manufacture 
of a mass of munitions, including military tanks, gun barrels and mountings, 
and heavy bomber fuselages. All this was achieved in face of three of the 
most concentrated enemy air attacks on any one industrial target. 

The expansion of the Queen’s Island to meet the emergency was begun 
even before September 1939, with the restoration of the south yard of the 
former shipbuilding firm of Workman, Clark 41928) Ltd., one of the casualties 
of the slump. This yard comprised four 10,000-ton berths, so that the capacity 
of the River Lagan was raised to a total of eighteen, which, in contrast to 
most British shipbuilding centres, was more than in the last war. 

The resumption of naval construction in the port dates from 1934, when work 
began on the cruiser Penelope. Re-armament brought further orders and at the 
outbreak of war Harland and Wolff had just delivered the 6-inch gun cruiser 
Belfast and were building the aircraft-carrier Formidable, the submarine 
depot ship Adamant and the Fleet Air Arm supply and repair ship Unicorn. 
These were of unusual complexity in building and fitting-out and they were 
but three of a wide variety of ships in hand at one and the same time. Of 
large warships, there were also built the 6-inch cruiser Ontario (for the Royal 
Canadian Navy) and the 5.25-inch cruiser Black Prince, the auxiliary aircraft- 
carrier Campania, converted from a new merchant ship hull, and the first 
three tank landing ships designed as such, H.M.S. Boxer, Bruiser, and Thruster. 
For combined operations, the yards also produced the tanker Derwentdale 
as a landing ship (gantry) and the assault ship Pampas, as well as a large 
number of landing craft. 

[he most numerous warships, however, were corvettes and Fleet mine- 
sweepers. Work on the former class began in October 1939, and the delivery 
of escort vessels, in which one may include the modern Fleet minesweeper, 
has gone on without interruption ever since. The corvettes numbered 38, 
minesweepers 27 and frigates, up to a short time ago, 10, making a force of 
75 of the ships most vital to the war at sea. This impressive programme was 
largely carried out on one berth in the Queen’s Yard adapted to take six keels 
at once and it became a model of speed and regularity in which, as in other 
branches, pre-fabrication and welding played a part. It may be recorded 
that with very few exceptions all the ships launched at Belfast were engined 
and fitted out by the builders. 

Even now Harland and Wolff have on hand naval commitments of the 
largest kind. This is by reason of the fact that they were chosen by the 
Admiralty over two years ago to execute a series of aircraft-carriers designed 
for the war in the Pacific. The first of these, H.M.S. Glory, belonging to the 
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new class of light fleet carrier, was delivered early this year and the fitting-out 
ie now canna ‘three others of the same type, Powerful, Magnificent 


and Warrior. Several other carriers of this and larger classes are also on 
the slips making what is probably the biggest array of major warship con- 
truction to be seen in British yards. It is not certain, however, that those 
entailing long-term work will be completed. Otherwise, naval demands are 
ring an pt with the delivery of the remaining frigates now on order and 
of transport ferries (or large L.S.T.s), both specially fitted for the war against 


Ian 
fala 


A much narrower range of types covered the merchant tonnage produced 
in the war aoe Passenger liner building ceased in 1939 with the finishing 
of the Royal Mail Co.’s new vessel Andes as a troop transport and production 
was conc tLe on cargoships. These fell into three main categories, fast 


refrigerated ships for the carriage of foodstuffs, general cargo ships of convoy 
speeds and oil tankers. At the end of 1944 these reached a total of 50 ships, 
or about 8 per cent. of British-built merchant tonnage. Including their 
Govan works and a subsidiary, Harland and Wolff produced 10 per cent. 


of the British total. The output at Belfast year by year was: 
1939 3 ships of 50,8 4 tons. 
1940— 7 ships of 44,735 tons. 
1941 5 ships of 40,150 tons. 


1942—10 ships of 85,739 tons. 
I 


1943 4 ships of 119,439 tons. 
1944—11 ships of 93,372 tons. 
None of these call for special comment, since they conformed for the most 


part to designs proved in pre-war years. It is of interest that all save two 
were powered by Diesel machinery, in which Harland and Wolff, Ltd., have 
made great developments. 

Rivalling new construction in importance was the work of the ship repairing 
lepartments, not only at the Queen’s Island, but by smaller firms also. Much 
of this was in consequence of the strategic positions occupied by the ports 
of Belfast and Londonderry in the Battle of the Atlantic. Both became 
naval bases, the one on Lough Foyle being an entirely new installation with 
a repair organization undertaken by Harland and Wolff. As a result, many 
thousands of warships and merchantmen were kept at sea. At the Queen's 
Island, this activity also included the fitting out of seven liners as ~ 
merchant cruisers, the disguising of two cargo ships as battleships and « 
another as an aircraft-carrier, the arming of many merchant ships and hse 
craft, andasa task comparable to the building of a new ship, the reconstruction 
of the liner Georgic as a modern troopship after she had been almost completely 
destroyed by air attack in the Red Sea. This was the biggest repair job ever 
undertaken tng a shipyard. 

The output of munitions was of the highest importance until a policy of 
intensification of shipbuilding was instituted. The making of aircraft com- 
ponents was an essential factor in the production of Stirling bombers and 

rland flying-boats by Short and Harland, in the neighbouring works 

at Sydenham. It was against the aircraft shops at the Queen’s Island that 
German bombers first struck in April 1941 and in two further raids, against 
hich hardly any defences were disposed, they succeeded in destroying or 
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putting out of action the greater part of all the shops in the whole establishment, 
Disastrous as were the effects of these attacks, work on ships was never com- 
pletely disrupted, chiefly because the yards and fitting-out berths escaped 
more lightly and a good deal of work could be carried out in the open during 
the following summer. But inevitably output fell and nothing was more to 
the credit of the industry and its workers than the way in which the recovery 
was made, not only in rebuilding the plant, but in the raising of production 
in time to make a full contribution to the final victory. 

By now the Queen’s Island is rebuilt and in many respects completely 
modernized, giving it a position in the post-war field of which it is already 
taking advantage. There were fears in Northern Ireland at one time that 
the transition between war and peace might lead to some unemployment, 
but so far a most satisfactory amount of work has been secured and there is 
every reason to believe that the Belfast yards will continue to share fully in 
the shipbuilding activity promise -d for the next few years. There has been 
little difficulty in filling the slips vacated by naval launches, and later on it 
may be that Harland and Wolff will remain on the normal list of Admiralty 
contractors. This would be in accordance with local sentiment. The signs 
are that the company are now obtaining the same specialized work for which 
they were noted before the war. 

[he pride of the river has always been the first-class passenger liner and 
the first of the post-war fleet will be an intermediate passenger-cargo liner 
probably of over 15,000 tons for Cunard White Star, the first order to be 
received from the line. It is hoped, moreover, that lengthy negotiations 
with the Union Castle Co. will lead to a contract for two first-class liners for 
the mail service to and from South Africa as replacements for war losses. 
These ships, estimated to cost over £4,000,000, are expected to be rather 
similar to the three of the 27,000-ton Capetown Castle class built before the 
war. Several orders are also pending for passenger ships for the Irish Sea 
services now urgently in need of new tonnage 

During the war, roughly half of the merchant work derived from the 
Ministry of War Transport. This has now ceased, but private orders have 
been forthcoming in numbers sufficient to keep all save one or two of the 
available berths occupied. The limitation at present is, in fact, more on 
labour than on the order book. As 1s customary, there are several refrigerated 
vessels building, notably for Shaw, Savill and Albion, the Royal Mail and the 
Union Castle Lines., shipowners whose associations with Belfast extend over 
a long period. Cargo vessels are in hand for Lamport and Holt and the 
Pacific Steam Navigation Co., and tankers for the British Tanker Co., and 
other owners. One ship of special type is a whale oil refinery of 20,500 tons 
for United Whalers, Ltd., to be delivered in time for the Antarctic whaling 
season in 1946-47. There has been little or no falling off in the ship repairing 
end and already work is being done to several liners which have to be refitted 


[he general outlook, therefore, is one of steady work for up to two years 
to come. After that, much will depend upon the condition of world trade, 
but that the Queen’s Island will hold its place is a matter of firm belief. 
Whether in more normal times the yards need be so extensive as now is open 
to doubt. Some consolidation may become necessary, but Northern Ireland 
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nent, looks forward to shipbuilding continuing as one of the mainstays of its in- 
com- dustrial structure, not merely by virtue of its war record, deserving as it is, 
aped but of its ability to produce ships of quality and performance. The operation 
Iring of the Loans Guarantee Acts has now been suspended and there appears to 
re to be no immediate need for assistance of this kind. They were the subject of 
very some criticism at one time, but it has to be acknowledged that the survival 
stion of shipbuilding in Belfast to which they contributed in a certain measure was 

of the highest importance to the whole country. With the war effort as the 
tely latest chapter in its long history, the industry stands at a higher point than 
eady ever and it faces the future with confidence. 
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Publications 


Patents for Hitler, the Stranglehold of International Cartels. Guenter 
Reimann. (Gollancz, 1945, price 6s.) This book shows the evil use to 
which patents may be put in the political world. Like ‘‘ Germany’s Master 
Plan,” by J. Borkin and Charles A. Welsh, and Mr. Wendell Berge’s excellent 
treatise on “‘ Cartels,” it is largely based on the valuable material provided 
before the U.S. Senate Patents Committee, the Truman Committee and other 
Congressional Investigating Committees, and on information from the files 
of the Department of Justice. It is prefaced by Mr. Creekmore Fath, the 
General Counsel of the Senate Committee on Patents. In overlooking the 
wealth of evidence produced by American advisory bodies on cartels and 
trusts, regarding such topics as financial power and interlockings, patents, 
price fixing and trade practices, one is left with a dee ‘p sigh over the vacuum 
which in that respect still exists in this country, where hitherto it has been 
entirely left to private writers and investigators to report on quasi monopoly. 
Mr. Reimann has successfully singled out for his investigation that side of 
international cartelization which relates to the restrictive exploitation of 
patents. The reservation of the home markets and the division of spheres 
of interest in foreign markets cannot be more comprehensively secured than 
by patent agreements, which for that purpose are even more effective than 
protective tariffs. But the field of action is, of course, limited to industries 
where patents play an important and ever-increasing role. It is, therefore, 
quite natural that the German I. G. Farben, the Standard Oil Company (with 
a most interesting chapter on ‘‘ The Secret Oil International ’’), the rubber 
and synthetic rubber production, the important group of light metals and 
such novel products as plexiglas and plastics stand in the centre of Mr. 


Reimann’s analysis. That Germany exercized a most powerful influence 
in all these industries, and that this power was used by Hitler and his associates 
for the — ses of the preparation of the war and the economic weakening 
of his pote ntial enemies, pa rges with clarity. The part which the Reichsbank 


played in these senthimatiins is also notable, for since the middle of the thirties, 
whenever a German business group wanted to make an agreement with any 
business cofcern beyond the borders of Germany, it has been required to 
submit a full text of the proposed agreement to the Reichsbank. But it 
should not be forgotten that for these agreements other partners were required 
than merely German industrialists, and it is an advantage of Mr. Reimann’s 
book that he leaves no doubt that sometimes American interests were just 
as keen as the German partners to sign restrictive agreements whenever such 
agreements gave them a better security for the domination of the American 
home market. It should consequently be understood that with the dis- 
appearance of the Hitler régime the system of international cartelization of 
patents will not automatic ally disappear. Tendencies towards restriction 
will remain in the economic sphere, though pong not so purposely used 
for military and political ends by one single nation. An understanding among 
nations is required as to the steps to be taken collectively to restrict the 
economic power of international cartel agreements, and of patent agreements 
in particular. Mr. Reimann has not attempted to give any definite suggestion 
as to the immediate administrative steps to be taken for this purpose, and 
this, perhaps, reduces somewhat the practical value of his otherwise most 
recommendable analysis. HERMANN LEvy. 
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Post-War Exports from Latin America (Bank of London and South 
America). Supplementing last year’s booklet on ‘ Post-War Markets in 
Latin America,” the Bank of London and South America has now issued 
a second booklet dealing with the possibilities of trade in the reverse direction. 
For a time, of course, Latin-America will be able to cover her import require- 
ments to a large extent out of accumulated reserves of sterling and dollars, 
but thereafter the ability of the Latin-America countries to pay for imports 
must depend mainly upon their success in finding markets abroad for their 
own products. The booklet is especially timely because, in addition to 
Latin-America’s well-known staples (such as wool and foodstuffs) which will 
be needed for the rehabilitation of Europe, there are many lesser-known 
produc ts that would provide a substitute for goods normally obtained from 


the Far East and other sources of supply not available at present. For example, 
Argen ntina has become during the war an important exporter of linseed-oil 
and sunflower seed-oil, while hopes are entertained that wine may become 


a main item of export. Similarly, Uruguay may be able to continue exporting 
cotton and woollen goods, Chile timber, and so on. Some of the Bank’s 
branches comment on the outlook for the investment of British capital in 
local industries, the general opinion being that this could best be done in 
conjunction with local capital. In spite of the great development of secondary 
industries in Brazil and other parts of Latin-America during the war, the 
neral impression left by the booklet is that, so far as exports are concerned, 
itin-America’s economy will continue to be based mainly upon suc h industries 
; farming, mining and forestry. Copies of the booklet are obtainable at the 


Liles, 


Head Office of the Bank in Tokenhouse Yard, or at its Bradford and Manchester 


Great Britain and the Northern Countries (Hambros Bank). To assist 
exporters, Hambros review in this useful booklet the prospects of trade with 
Scandinavia (including Iceland) and Finland. It is suggested, for example, 
that Denmark may provide a larger market for such “products as cycles, 
machinery, instruments, railway materials and automobiles. To illustrate 

‘ practical nature of the advice given, the booklet points out that cars for 
De mark should have a left-hand drive, speedometers marked in kilometres 
instead of miles, and that ornamental radiator caps are not allowed in Denmark 
if they are pointed. With vivid memories of the occupation, in any case, 
Denmark “ will want to forget that ‘made in Germany’ ever existed ” 
even if Germany were in a position to export again. 


Government and Industry, by Sir Andrew McFadyean. (Lund, 
Humphries and Co., price Is.) State interference, Sir Andrew points out, 
would not be opposed by Liberals because it is inconsistent with laissez-faire 
or any other theory, but merely on the basis of whether it is justified on the 
grounds of expediency and efficiency in each instance. In a particular 
nstance of interest to banking circles, it is argued that there would be nothing 
rained, and a great deal lost, if the Government were actually to own the 
Bank of England, the ultimate control of whose policy already rests with the 
Chancellor of the Exchequer. On the other hand, it is one of the functions 
of Government either to break up monopolies or so to control them that 
they cannot be used to exploit the consuming public. 
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Argentine Central Bank, Annual Report 1943. Last year, it is shown, 
the Argentine favourable balance of payments in relation to the British 
Empire was Pesos 389 millions, compared with Pesos 207 millions in 1942. 
Argentina’s export surplus in “ free’ currencies for 1943 was Pesos 735 
millions, making with other items a total favourable balance of Pesos 1,181 
millions. After debt repatriation, Argentina’s holdings of sterling at the end 
of 1943 amounted to £48 millions. 

Four Lectures (Incorporated Accountants). Comprising four addresses 
to the Students of the Society: “ The Principles of Investigation,” by D. 
Mahony; “ Income Tax Features,” by H. A. R. J. Wilson; ‘Controls in 
the Post-war Period,” by Collin Brooks; and “The Human Side of the 
Ministry of Pensions,” by Sir Walter Womersley. 

Colonial Development. By Percy G. Donald. A reprint of a series of 
articles which appeared in the ‘“‘ Crown Colonist ’’ some months ago. From 
the point of view of the banking reader, an interesting point is the suggestion 
that the development of the Colonial Empire tends to be impeded by the 
British currency system: an exporter “has to cater, so far as currency is 
concerned, with a decimally conscious world population of 717,910,000 against 
a British-currency world population of only 98,600,000.” 

Employment Policy. (Progress Trust.) Summarizing the discussions in 
Parliament and Press on the subject of unemployment policy and the problems 
of the transition period. 





Appointments and Retirements 
Midland Bank Representative in New York 


Exceptional interest was aroused by the announcement that the Midland 
Bank have appointed Mr. John C. Read, of their London managerial staff, 
to be their New York representative. As from August I, Mr. Read has an 
office at No. 44 Wall Street. Customers of the bank and others who wish 
to make use of his services are invited to communicate with a local branch 
of the bank, with the overseas branch, or with one of the provincial foreign 
branches. 


British Linen Bank—Head Office: The death is announced with regret 
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of Mr. John Waugh, accountant and cashier. Mr. George Norman Fordyce, 
Superintendent of Branches, has been appointed Chief Accountant. Mr. 
James Winton, Assistant to the Accountant and Cashier, has been appointed 
Cashier and Head Office Manager. Castle-Douglas: Mr. A. D. G. Johnston, 
Agent, retires owing to ill-health, and has been granted leave of absence. 
Mr. James Kevan Dallas, Teller at the branch, has been appointed Agent. 
Clarkston : Mr. Robert Fenton, Agent, retires and is succeeded by Mr. Edward 
William Shaw, Teller at Union Street, Glasgow. 


Lloyds Bank — Bradford-on-Avon : Mr. I. L. James, from Portslade and 
West Hove, to be manager on the approaching retirement of Mr. J. Glass 
after nearly 50 years’ service. Canterbury: Mr. H. N. E. Spencer, from 
Leamington Spa, to be assistant manager. Chagford (also Moretonhampstead) : 
Mr. W. K. R. Tippet, from Westbury, to be manager. Chester-le-Street : 
Mr. R. Laybourn, from Quayside, Newcastle-upon-Tyne, to be manager on 
the approaching retirement of Mr. F. J. Ryle after nearly 48 years’ service. 
Dudley (also Tipton): Mr. W. A. Woodall, from -Wolverhampton, to be 
manager on the approaching retirement of Mr. T. F. Homer after 46 years’ 
service. Highcliffe-on-Sea: Mr. H. D. Sellick, hitherto clerk-in-charge, to 
be manager. Horley: Mr. R. J. Blanch, of the inspection staff, to be manager 
on the approaching retirement of Mr. H. R. M. Harvey, owing to ill-health, 
after 44 years’ service. Leamington Spa: Mr. J. F. V. Harvey, from Colmore 
Row, Birmingham, to be sub-manager. Montpellier, Cheltenham: Mr. L. C. 
Flood, from Chagford, to be manager on the approaching retirement of Mr. 
E. M. Davies, owing to ill-health, after 47 years’ service. Porthcawl: Mr. E. P. 
Thomas, from Merthyr Tydfil, to be manager. Queen Street, Cardiff: Mr. 
W. R. Bazley, from Porthcawl, to be manager on the approaching retirement 
of Mr. F. A. Sully after 45 years’ service. Reigate: Mr. H. March, of Reigate, 
to be manager on the approaching retirement of Mr. D. B. Rae, with the 
exceptional record of 50 years’ banking service. Walsall: Mr. J. C. M. 
Jewkes, from Oldbury, to be sub-manager. Westbury-on-Trym, Bristol: 
Mr. C. H. G. Thomas, M.C., has returned from the Forces and resumed his 
duties as manager. Western Road, Brighton: Mr. J. H. Adams, hitherto 
acting manager, formerly manager, Cheriton and Shorncliffe, to be manager. 
Wolverhampton : Mr. F. G. Harvey, from Walsall, to be assistant manager. 


National Bank of India—Mr. R. L. Hird, general manager, has been 
appointed a director. 

National Bank of New Zealand—The board have accepted the resigna- 
tion of Mr. J. H. Lawrie with great regret on his appointment as general 
manager of the Industrial and Commercial Finance Corporation, and have 
appointed Mr. C. P. Salmon as secretary and London manager and Mr. G. L. 
Davies as assistant manager. 

National Bank of Scotland—U/Ulapool : Mr. Angus Macdonald, agent, 
who has been serving with the Forces since the outbreak of war, has now 
been discharged and has resumed the agency. Mr. James Stewart, who has 
been acting as interim agent, relinquishes that position. 


Westminster Bank—The directors announce the retirement, after more 
than 45 years’ service, of Mr. L. P. Meredith, a joint general manager. 
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